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DAIRY IMPORT ACT OF 1967 



TtTESDAT, HAT 16, 1967 

Subcommittee on AamcnLTURAi, PaoDtrcnoN, 
Mahkktikg, and Stabilization of Priceb or the 

Committee on AoRicnLTuRB and Fobesirt, 

Washinffton, D.G. 
The subcommittee met, pursuant to notice, at 10 :30 a.m., in room 
324, Old Senate Office Building, Senator Spessard L. Holland (chair- 
man of the subcommittee) presiding. 

Present : Senators Holland, Jordan of North Carolina, McGovem, 
Mondale, and Young of North Dakota. 

Senator Holland. The subcommittee will please come to order. 
This hearing is on S. 612 offered by Mr. Proxmire of Wisconsin for 
himself and others. 

I ask that the biU in full, with a list of the sponsors, appear in the 
record at this point. 
(S. 612 foUows:) 

[8. ei2, eoth Cods., Brat aeaH.l 

A BILL To cegulRte import! ot milk and dalrj products, and tor otbei purposea 

Be it enacted Iv the Senate and House of Repreientattve* of the UMted Btatet 
of America in Congress assembled. That this Act may be cited as the "Dairy 
Import Act ot 1967". 

Sec. 2. No imports of dairy products shall be admitted into the United States 
for consnmptlon except puraaant to authorizations issued by the Secretary ot 
Agrlcnlture tn aeeordance with the provisions of this Act. 

Sec. 3. No authorizations for Imports of dairy prodncts shall be Issued by 
the Secretary which would result In total Imports for consumption In any calen- 
dar year of butterfat or nonfat milk solids, in any form, In excess of fbe respec- 
tlve average annaal quantities thereof which were admitted for consumption 
dnring the five calendar years 1961 tbrough 1965. 

Sec. 4. In the event that total annnual domestic consnmptloii of milk and milk 
prodncts in any calendar year shall be greater or lees than the average annual 
domeatic conaumptlon of milk and mllh prodncts dnring the five calendar years 
1961 throngh 1965, the total volume of Imports for sucb calendar year anthorized 
under section 3 shall be increased or decreased by a corresponding percentage 
For the pnrposes of this Act, the Secretary may estimate sucb total annna] 
domestic consumption on a quarterly basis and reflect adjustments of sach esti- 
mates In the level of imports authorised in subsequent quarters or in the sub- 
seqaent year. In computing or estimating such annual domestic consnmptlon 
under this Act, milk and milk products used In Federal distribution programs 
shall be excluded. 

Seo. Q. The President may permit, If he finds such action Is required by over- 
riding economic or national security Interests of the United States, additional 
Quantities of imports of any dairy product Additional Imports permitted under 
this section shall be admitted for consumption under special authorizations Is- 
sued by the Secretary. No additional Imports shall be admitted for constmiptlon 
under this section at a time when prices received by dairy farmers for milk 
on national average as determined by tbe Secretary are at a level less than parity, 
unless the Secretary shall, at the time such imports are authorised, remove from 
the domestic market. In addition to and separate from other price support pur- 
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2 DAIRY IMPORT ACT OF 1867 

chasea and operationa, a corresponding quantity of dairy products. The cost of 
removing snch dairy producta from the domestic market shall be separatelf 
reported and shall not be charged to any agricultural program. 

Sec. 6. "Dairy products" for the purpose of this Act Includes all forms of milk 
and dairy products, butterfat, nonfat milk solids, and any combination or mix- 
ture thereof, and includes also any article, compound, or mixture containing S 
per centum or more of butterfat, or nonfat milk solids, or any combination of 
the two. 

Sec 7. The Secretary may prescribe such rules and fegulatlona as he deems 
necessary for the effective administration of this Act. 

Sec. S. Nothing contained in this Act shall be construed to repeal section 22 
of the Agricultural Adjustment Act or any Import limitation established there- 
under; but the total annual quantitative limitations on imports of butterfat and 
nonfat milk solids prescribed by this Act shall prevail, and all Imports authorized 
under said section 22 or any other law shall be included in computing such total. 

(The sponsors of S. 612 are as follows :) 

Mr. Proxmlre (for himself, Mr. Aiken, Mr. AUott, Mr. Bayh, Mr. Bible, Mr. 
Brewster, Mr. Burdlck, Mr. Byrd of West Virginia, Mr. Carlson, Mr. Church, Mr. 
Cooper, Mr. Cotton, Mr. Curtis. Mr. Dirksea, Mr. Dominick, Mr. Eastland, Mr. 
Ervin, Mr. Fannin, Mr. Fulbright, Mr. Omening, Mr, Hansen, Mr. Harris, Mr. 
Hart, Mr. Hartke, Mr. Hlckenlooper, Mr. Hollings, Mr. Ilruska, Mr. Inouye, Mr. 
Jackson, Mr. Jordan of Idaho, Mr. Kuchel, Mr. Long of Missouri, Mr, Magnuson, 
Mr. McCarthy, Mr. McClellan, Mr, McGee, Mr. McGovem, Mr. Miller, Mr. Mon- 
dale, Mr. Monroney, Mr. Morse, Mr. Moss, Mr. Mundt, Mr. Murphy, Mr. Nelson, 
Mr. Pearson, Mr. Prouty, Mr. Randolph. Mr. Scott, Mr. Bparkmaa. Mr. Stennis, 
Mr. Symington, Mr. Talmadge, Mr. Thurmond, Mr. Tower, Mr. Tarborongh, Mr. 
Tonng of North Dakota, and Mr. Young of Ohio. ) 

Senator Holland. And I am sorry to say that we do not have an 
opinion from the Department of Agriculture, though the matter has 
heen referred to them. We have a request this morning that they be 
allowed to appear on Thursday before this committee. If any Senators 
are interested in being here at that time, they may plan to do so. 

I have no information, personally, as to what their attitude is. Per- 
haps some of the sponsors have. I do not have it. 

A short explanation of the bill by our staff is available in writing, 
and I ask that it be included in the record at this point. 

(The explanation follows:) 

STATF E3xn.ANATION OF S. 612 

(Subcommittee No. 3) 

BHOBT EXFLAHA-rtON 

This bill restricts Imports of dairy products (containing five percent or more 
butterfat and nonfat milk solids) to those not resulting in total Imports of either 
butterfat or nonfat milk solids in excess of — 

(A) the average quantity imported in the Ave years 1961 through 1966, 
increased or decreased by 

(B) the percentage that domestic consumption of milk and milk products 
(excluding those used in Federal distribution programs) increases or de- 
creases in relation to such consumption for 1861 through 1965. 

The President may permit additional Importa If he finds such action is re- 
quired by overriding economic or national security interests, and If either (1) 
prices received by farmers for milk are at parity or above, or (2) the Secretary 
of Agriculture removes a corresponding quantity of dairy products from the 
market. 

N£ED FOR THE BTTX 

Senator Proxmlre stated at page 8. 762 of the Congressional Record for 
January 24, 1967 that in order to insure a stable, adequate supply of fluid milk 
at reasonable prices, some surplus must be produced and there must be a market 
for this stuplus in the form of products. Importation of excessive quantities of 
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prodncts destroya tbis market and leenlta In addlUonal Oovemiuent support 
program parcbasea and costs. Import limitations under section 22 of the Agrl- 
cnltnral Adjastment Act bare been circumvented by the importation of Jnnex, 
Colby cbeeee, and other products wblcb vary sligbtly from tbe products subject 
to quotas. Tbe Tariff Commlsalon la bolding hearings on May 18, 1907, to Inveflti- 
gate tbe need for further limitations under section 22. 

BECTION BT aEOTlON BXPI^NATION 

The first section provides a short title, "Dairy Import Act of 1967". 

Seolion 2 prohibits Importation of dairy products except pursuant to autborlza- 
tlons Issued by tbe Secretary of Agriculture. 

Section 3 prohibits the Issuance of authorisations which would reBolt in total 
imports In any calendar year of butterfat or nonfat milk solids, in any form, 
in excess of the respective average annual imports thereof during the S years 
1961 through 1965. This would set op one quota for butterfat content and a 
separate quota for nonfat milk solid content, each of which would be subject to 
adjustment as provided In section 4. 

The bill does not require the Secretary to issue aathorisatlons or to allocate 
authorizations among particular products or importers. The bill might be con- 
stmed as leaving these matters to the discretion of the Secretary or requiring 
the issuance of authorizations for all wltbln quota Imports. 

Section 4 proTldes that the total volume of imports authorized under section 8 
shall be Increased or decreased by tbe percentage by which the total annual 
domestic consumption of milk and milk products Is greater or less than such 
consumption during the base period. Ullk and milk products used in Federal 
distribution programs would be excluded In computing or estimating domestic 
ctmsumption. Estimates of domestic consumption could be made on a quarterly 
basis and reflected in imiwrts authorized in subsequent quarters or in the sub- 
sequent year. 

Section 5 provides an escape clause. If tbe President finds such action is ro- 
quired by overriding economic or national security Interests, he may permit addi- 
tional imports of any dairy product. However, no additional imports may be ad- 
mitted when prices received by farmers for milk average less than parity, unless 
the Secretary removes a corresponding quantity of dairy products from the do- 
mestic market. The quantity thus removed would have to be In addition to and 
separate from other price support purchasea and operations. The cost of such 
removal would be separately reported and would not be charged to any agri- 
cultural program. 

Section 6 defines "dairy products" as including all forms of milk and dairy 
products, butterfat, nonfat milk solids, and any combination or mixture thereof, 
and also any article, compound, or mixture containing 5 per centum or more ot 
butterfat, or nonfat milk solids, or any combination of the two. The bill regnlates 
the importation of "dairy prodncts" so as to prevent total Imports of "butterfat" 
or "nonfat milk solids" In any form, from exceeding the respectiye average an- 
nual imports thereof during 1961 through 1965, adjusted in relation to domestic 
consumption of "milk and milk products". Use of these varying defined and non- 
defined terms may require some clarification. For instance. Imports of products 
containing less than 9 percent butterfat and nonfat milk solids would count 
against the quota and reduce the quantity of dairy products that could be Im- 
ported. Determination ot these small amounts might prove difficult, particularly 
for the 1961-1905 period. Domestic consumption of "milk and milk products" 
would probably also have to be reduced to some common denominator, such as 
milk equivalent, for comparison purposes. 

Section 7 authorizes the Secretary to prescribe rules and regulatlonB. 

Section 8 disclaims any intention of repealing section 22 of the Agricultural 
Adjustment Act, or any Import limitation established thereunder. 

Senator Holland. We have present Senator Proxmire and other 
sponsors of the bill. 

I understand that Senator Young may not be able to stay here very 
long. 

Would it be agreeable to you, Senator Proxmire, for hia statement 
to be presented before yours? 

Senator PnoxMntE. Of course. 
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4 DAIRY IMPORT ACT OF 1667 

Senator Holland. Let us go off the record for a moment. 

(Discussion was had outsit the record.) 

Ibeiiator Holland. We will go back on the record. 

We will now hear from our colleague, Senator Young. 

STATEMEHT OF HON. MILTON R. TOTJNa, A U.S. SENATOR FROM 
THE STATE OF NORTH DAKOTA 

Senator YotiNG. Mr. Chairman, the American dairy industry is in 
trouble. Dairy farmers, faced with the prospects of continuing low 
prices, rising costs, and better opportunities in nonf armwork are quit- 
tii^and selling their herds off at an ever-increasing rate. 

We are all aware that only a few years ago the dairy industry was 
plagued with overproduction and surplus problems. That source of 
trouble has been largely eliminat«d. In fact, a year ago there were 
not sufficient quantities of key dairy products in Government hands 
to meet demands for distribution to recipients of surplus commodi- 
ties and the school lunch program. 

A brief comparison of price and cost levels for various periods will 
illustrate the plight of the dairy farmer. In 1948, the season average 
price for all wholesale milk was $4.88 per hundredweight. On April 
15, 1967, the U.S. Department of Agriculture reported the price for 
the same commodity to be $4.84--virtua]ly the same as almost 20 years 
ago. In 1948, the index of price-s paid, including interest, taxes, and 
wages stood at 231. The April 15, 1967, level for fliis measure was 341. 

These comparisons are mute testimony to the squeeze the dairy pro- 
ducer — as are all other fanners— is in at the present time. The dairy 
fanner's situation is probably even worse and more critical, since he 
is in a business that requires an extremely high level of investment in 
both livestock and specialized equipment and, at the same time, de- 
mands a great deal of experienced labor which is difficult to secure. 

With the surplus production problem quite effectively eliminated, 
it would seem reasonable to expect some price improvement. As we 
have seen, this has not been the case. Dairy farmers are still receiving 
prices that do not reflect the true domestic supply situation. Since this 
IS the case, the cause of the problem has to lie outside our dairy 
industry. 

It is not difficult to locate the basic source of this problem. Recent 
Department of Agriculture estimates place the level of dairy product 
imports at more than 3.5 billion pounds of milk equivalent during 
1967. This is almost seven times as high as these imports were in 1953 — 
even though they were more than double the level of quotas established 
for various dairy products at that time. Since January 1, 1966, im- 
ports of dairy products have risen by more than 300 percent. 

Dairy production in the United States is not creating surpluses. 
We are, however, importing dairy products which are not needed and 
which are seriously depressing farm prices. This problem has devel- 
oped because of serious deficiencies in our dairy import limitations. 

In 1953, dairy import restrictions were imposed under section 22. 
These were supposed to effectively limit the importation of dairy 
products into this country and assure the domestic industry protec- 
tion from subsidized foreign competition whose operating costs are 
far lower than in this country. 
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The section 22 limitations were imposed on specifically defined prod- 
ucts. By varying the composition of a product slightly and applying a 
different name it has been possible to continue to expand imports and 
not be in violation of the restrictions. 

When subsecjuent efforts were made to eliminate the evasion of sec- 
tion 23 limitations, new product adjustments were made and the new 
restrictions were sidestepped just as easily. 

We are aware that the Tariff Commission has been requested to hold 
hearings on this problem and to determine what steps, if any, they 
feel should be taken to relieve the present situation. Past experience 
has shown the ineffectiveness of this procedure. 

I am firmly convinced that the alternative offered by S. 612 is the 
only practical approach to meaningful progress in this area. 

This bill will clearly establish import limitations in terms which 
cannot be evaded. It will still permit foreign producers and processors 
access to our markets and it will not prevent exporting nations from 
participating in American market growth. Provisions are made for 
the President to permit additional quantities of any dairy product 
to be imported if he finds it necessary because of our economic interests 
or in the interest of national security. 

This legislation will provide the protection the domestic dairy in- 
dustry so oadly needs at this critical time. We are all aware or the 
necessity of maintaining a strong dairy industry. This bill will be 
invaluable in acoomplishmg this, and I hope it will be possible to obtain 
speedy action on if. 

Senator Holland. Does any member of the subcommittee have ques- 
tions of Senator Young? 

Senator Jordan. No ; except I wish to say that it is a very fine state- 
ment that Senator Young has made. 

I am certain that a big part of your problem is importSj not only in 
milk, it is true in textiles as well ; it is true in nails and in wire, and 
in beef, and in everything that vou can think of. Our problem is im- 
ports, and if something is not done, it will put a lot or industry and 
farmers out of business in this country. Something will have to be 
done. I have no faith whatever in what the Tariff Commission does. 

Senator Younq, As you know, I lived on a farm for 47 years before 
coming to the Senate, and part of this time I was in the dairy busi- 
ness, as well as raising wheat, I milked about 26 cows for quite a few 
of those years. Even then it was quite difficult to get good men to 
milk cows. 

Kight now, I cannot see how dairy farmers can reaUy get the kind 
of hmp they need to stay in the dairy business. This is a T-day-a-week 
proposition, and whether you feel good or not, the cows have to be 
taken care of. 

Senator Holland. Do you have any questions, Senator Mondale? 

Senator Mondale. No; except that I would like to commend the 
Senator for his very fine stat^ent. It is typical of his magnificent 
leadership in this field. 

Senator YoTXNfl. Thank you. 

Senator Holland, I believe that the other Senators are here as wit- 
nesses, are they not ? 

Senator Moss. Yes. 

Senator Proxmire. Yes. 
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Senator Holland. I will be glad to yield now to Senator Proxmire, 
to call him as the next witness. 

STATEMENT OF HON. WHXIAM PEOXMIIl^ A U.S. SENATOR rHOM 
THE STATE OF WISCONSIN 

Senator Proxmibe. Mr, Chairman, I am delighted to appear before 
your subcommittee today in support of S. 612, the Dairy Import Act 
of 1967. 

In response to your question as to whether anyone had any infor- 
mation as to whether the Secretary had taken any position on this bill, 
to the best of my knowledge he has not on this particular bill, but on 
two separate occasions, once before the Holland Subcommittee of the 
Appropriations Committee he did indicate that if the Tariff Com- 
mission did not act satisfactorily, he would favor legislation, and 
yesterday, when he appeared before the Tariff Commission, he repeated 
that statement; so that he would favor some kind of legislation 
whether it is this bill or not. 

Senator Holland. As I have already stated, we will hear from the 
Secretary and his people on Thursday, and if you care to be here at 
that time, we will be glad to have you present. 

Senator PitoxHntE. Thank you very much. I certainly will. 

I introduced this legislation on January 24, in response to a dairy 
import explosion that has driven down domestic dairy prices to ever 
lower levrfa. 

In 1965, 900 million pounds of dairy products were imported into 
the United States. In 1966 imports more than tripled to an incredible 
2.7 billion pounds. The Department of Agriculture estimates that im- 
ports in 1967 will reach 3.5 billion pounds. 

This chart, which I understand is that of the milk producers, shows 
what an enormous increase this is, and anybody, with any basic knowl- 
edge or any knowledge at all of agriculture markets, can see that 
that kind of an import explosion is bound to have a very serious 
adverse, direct, and explosive effect in knocking down prices. 

Senator Holland. Will this chart be offered for the record at a 
later time? 

Senator Proxmike. It is my understanding that it will be. 

My proposal is being cosponsored by 56 of my Senate coUea^es 
including four members of your distinguished subcommittee. It would 
placepermanent controls over dairy imports based on a 1961-65 aver- 
age. Tliis average is 844 million pounds. It would also allow imports 
to share in any growth in domestic consumption. Finally, it would 

five the President the power to authorize additional imports if he 
elt they were in the national interest. However, if domestic market 
prices were less than parity the Secretary of Agriculture would have 
to purchase an amount of domestic dairy products corresponding to 
the amount authorized to be imported by Presidential order. 

Significantly, the Secretary of Agriculture would not be forced by 
S. 612 to set a given quota on each and every imported product. The 
bill simply sets the total quantity of butterfat or nonfat milk solids 
which may be imported in a given year. Within this overall restriction 
the Secretary can use his judgment in adjusting quotas on a product- 
by-product basis. In other words, he may increase the quota on item A 
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and a correepondmg reduction in the quota on it«in B in a given year 
and still comply wnh the language in S. 612. 

Many have a^ed me why uiiB legislation is necessary, especialiy in 
view of the powers available under section 22 of the Agricultural 
Adjustment Act of 1938 to curtail imports that ''render ineffective, or 
materially interfere with, any • * * program or operation under- 
taken by the Department of Agriculture." As this subcommittee knows, 
section 22 hearings on dairy imports started yesterday before the 
Tariff Commission. 

The historical answer is that these controls have never proven effec- 
tive in the past on an extended basis and there is no reason to think 
that they will prove effective in the future. For example, when butter- 
oil imports were placed under a section 22 quota, importers promptly 
concocted a butterfat-sugar mixture called exylone. Exylone imports 
were then barred bv a regulation applying to mixtures containing 45 
percent or more of butterfat. Almost immediately "junex," containing 
44 percent butterfat, started to pour into the country. 

Or take the case of Colby v. Cheddar Cheese. Cheddar imports are 
controlled under section 22. Colby imports are not. Both products con- 
tain not more than 40 percent moisture and, in solid state, not less tlian 
50 percent milk fat. In fact, the standards of identity are almost iden- 
tical. The taste is also very similar, much to the despair of domestic 
Cheddar producers who have been badly hurt by Colby imports. The 
only basic difference between the two cheeses is that there are differ- 
ences in the manufacturing process. This does not mean much to the 
housewife who shops at the cheese counter of her supermarket. 

These blatant attempts to circumvent section 22 consols have never 
been more obvious than over the past 2 years. Imports of Colby cheese 
in 1965 came to a grand total of 14.3 million pounds. In 1966, 46.5 mil- 
lion pounds squeezed through the section 22 loophole. Junex imports 
went from a relatively minor 3,510,032 pounds in 1966 to a whopping 
104,522,904 pounds in 1966. Foreign producers knew a good thing when 
they saw it. 

Now, the lumbering machinery available under section 22 has been 
cranked up again. On March 30 the Secretary of Agriculture called 
for a Tariff Commission investigation of dairy imports as soon aspos- 
sible. The President seconded this request on April 3 ; the Tariff Com- 
mission announced hearings on April 10. The hearings got underway 
Ml May 15 — ^yesterday, mien the investigation will be completed; a 
report made, and the recommendations contained in the report carried 
out is anybody's guess. However, by that faraway date dairy product 
importers may well have come up with another way to beat the system. 

S, 612 would set up a system that ]ust cannot be circumvented. All 
products containing 5 percent or more of butterfat — all products — or 
nonfat milk solids or any combination of the two would be covered. 
Furthermore, the bill would, with great fairness, permit foreign pro- 
ducers to share in an increase in domestic consumption. However, it 
would not put a premium on attempts to get around the letter of the 
law, as the section 22 system now does. 

The consumer may well ask why import controls of any sort are nec- 
essary, let alone the stricter controls contained in S, 612, The answer 
lies, in large part, in the perishable nature of dairy products. Because 
fluid milk IS so perishable and because it is essential in the diets of our 
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youth, a standby supply, or "surplus" must always be available in case 
of emergency demand. This necessary surplus dampens prices because 
supply will always outstrip demand. Therefore, Congress authorized 
domestic milk marketing orders — controlled price markets — guaran- 
teeing that the dairy farmer will receive a sufficient return on his in- 
vestment to keep him in business. The alternative would be prices SO 
low that a great many dairy farmers would be driven out of business. 

In the long run, this could mean sky high prices to the consumer 
because of the very low milk production. 

Imports, of course, can have the same effect. By cutting into domestic 
prices, driving dairy farmers out of business and thus reducing do- 
mestic production, such imports will ultimately drive fluid milk prices 
way, way up. For fluid milk cannot be imported — it is too perishable. 
We must rely on domestic production and make sure that production 
stays above the danger point by controlling imports. In other words, 
excessive imports may mean low prices to the housewife in the short 
haul, but in the long run, by destroying our capacity to produce 
fluid milk, excessive imports will result in excessive domestic prices 
for fluid milk. 

Finally, Mr. Chairman, I would like to point out that those who 
feel this legislation would tinker with the machinery of international 
trade are proceeding on the naive assumption that other coimtries 
are letting that machinery run freely. This is far from the truth. 
In fact, "junex" imports are being indirectly subsidized. The butter 
used in the butterfat-sugar mixture called "]unex" receives vast sub- 
sidies from European countries. The Dutch sell butter at home for 
64 cents a pound. This means Dutch exporters can offer butter free 
on board Dutch ports at around 26 cents per pound. This butter 
is used by Canada and the United Kingdom in butterfat-sugar mix- 
tures for ultimate sale in the United States, With this type of sub- 
sidy, U.S. importers have been able to offer these mixtures on a de- 
livered basis in this country at prices ranging from 30 to 35 cents 
per pound. And in times of surplus production in the domestic dairy 
industry, each pound of this imported subsidized dairy product means 
that the Commodity Credit Corporation has to use tax dollars to pur- 
chase and store an equivalent amount of domestic dairy products. 

Mr. Chairman, the passage of S. 612 is essential to dairy farm price 
stability. For too long American dairy farmers have been at the 
mercy of foreign producers who have not hesitated to tailor their 
products to fit the loopholes in section 22. We must not continue 
to reward these efforts. We must make it clear by passage of S, 612 
that foreign producers can go so far and no further in their attempts 
to invade American markets. 

Senator Holland. Thank you, Senator Proxmire. 

First, do you have a list of the importing countries which have 
gotten around the quota restrictions issued under section 22? 

Senator Proxmire. I do not have that list with me, Mr, Chairmui, 
but I am sure we can get that for the record. 

Senator Holland. I wish you would supply it, that is, the list 
of these countries, for the record, and the amount of imports that 
have come from each of them. 

Senator Proxmire. Yes, sir; I will. 

(The information follows:) 
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Senator HoijlanJ). You spoke particularly about the harm done to 
the Cheddar cheese producers in this country. I remember that Sena- 
tor Aiken, in an earlier hearing of this committee, spoke of the great 
use of imported products for me manufacture of ice cream. Do you 
have any data on this for this record ? 

Senator Proxmiee. It is my understanding that that data will be 
supplied for the record by later witnesses. I have seen that data. I 
know that the position talren by the Senator from Vermont is well 
documented. There is no question about it. 

Senator Holland. That is one of the major fields of disturbance 

Senator Pboxmirb. Yes, sir. 

Senator Holland (continuing). To our domestic production, is it 
not, the supplying of some newly named dairy products for the ice 
cream industry? 

Senator Proxmire. Yes, I am very, very much concerned about it. 
I think that the Senator from Vermont made a very strong case. The 
■ documentation in detail, I am sure, will be forthcoming later. 

(The information is as follows :) 

Imports of Junea Ibutterfat-sugar mixtures) into the Vnited States, 
6V eountrv of origin, 19G6 

U.S. imporf* U.S. importi 

of Jtmex of Jtmea 

Country of origla {poimS*) Country of origin — Cod. (pounilB) 

Anatralla 2,016,060 New Zealand 225,212 

AUBtria 2,480,842 Sweden 1,190,840 

Belglnm 46, 282, 903 United Kingdom 8, 419, 320 

Canada 86,233,541 West German r 336,000 

Denmark 6, 772, 896 

France 1, 664, 714 Total 105, 626, 472 

Holland 4,144 



Source : U.S. Department at Agrlcultare. 

Senator Holland. Let us go off the record. 

(Discussion had outside the record.) 

Senator Holland. Back on the record. 

Are there any questions, Senator Young? 

Senator Youno, Senator Proxmire, yours was a very cood state- 
ment. I wonder what, in your opinion, will happen in the United 
States if we continue this trend* 

Would you agree that most of the dai^ industrv, which is now 
composed of very efficient producers, is being forced out of business 
and that we may wind up with more big corporate dairy farmers 
whose interest would be to short the market to get a better price. 
To put it another way, if we reach a point where we cannot produce 
enough for our needs and we need to import part of our commodities 
to meet our needs, what would be the effect on the consumers in the 
United States? 

Senator Proxsore. I think that there are several very serious 
effects: One, of course, is the most obvious, and that is the effect 
on the dairy farmer hunself. He has suffered very greatly, as you 
have indicated so well in your statement. The dairy farmer is not 
mobile, because he has this big investment in his farm, huge debt — 
he cannot move off the farm without virtually going into bankruptcy 
when he sells out. Then, the average age of the dairy farmer is 52 
or 53 years of age in my State, and I think this is similar throughout 
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the country. He will have to go to the city to find a job, and he has 
no ezperieoice there or any senioriCy. 

The second thin^ ia the effect on the consmnerB, which I indicated. 
I think that here tiie key point is that surplus milk goes into cheeses, 
essentially, to maintain an adequate supply of fluid milk which 
simply cannot be imported. We need it for tne health of our children, 
for the health of our people. We cannot import it, because it is 
perishable. 

So that this not only hurts the farmer and hurts him badly, it 
also will hurt the consumers, and, also, in the way whii^ you indi- 
cate, there will be a time when the consumer might get the cheese 
at a little lower price, but that time is going to be rather brief, in 
my judgment, and you will have the situation in which the number 
of producers will be strictly limited, and you will be confined to the 
very lai^ farms, and the farms have gotten much bigger in recent 
years, and the consumers will have to pay a whale of a lot more. 

Senator Yotrao. This will be particularly true if we become de- 
pendent on the foreign countries to meet our essential needs. 

Senator Proxmire, Absolutely; that is correct. 

Senator YotrNO. Thank you. 

Senator Holi-and, Senator Jordan, any question ? 

Senator Jordan. I have one observation to make along that line. 
It is the fact that these are documented. And whenever we develop 
a shortage of anything in this country, where we have a large import 
of any commodity, as with milk products in this particular case, when 
the foreign artide is sold In quantities considerably less than ours, 
when there is a surplus, immediately when the domestic market be- 
comes tight for any reason, as it is right now, in certain articles, 
with the Vietnam war §oing on, the imported articles jump above 
the American prices which are held firm because of the shortage. 

They get all that they can get. If there is a shortage, tiiey get con- 
siderably more than the domestic producer, selling whatever they are 
making. And if our domestic maricet has an oversupply, then they 
drop way down and so take the market, because they sell much 
cheaper. 

There is no economy in letting any foreign country flood our mark- 
ets with anything; I do not care what it is, and milk products are 
certainly in that category. 

Senator Pkoxmire. I agree with that wholeheartedly. So, when they 
are using it for dumping purposes, and when they subsidizee their ex- 
ports so that it is not related to the cost of the product in their country 
but to get the advantage of he foreign exchange, 

SenSor Jordan. It is subsidized; a great many of these articles are 
being subsidized. This is exactly correct. I know that. 

Senator Holland. Is it not true that the major disaster coming from 
this situation, if it is allowed to continue, falls on the so-called family 
dairy producer most heavily ? 

Senator PROxMniB. Yes, indeed. It is especially tragic, not only be- 
bause of the social implications but the fact that the family dairy 
farmer represents a wonderful element in our society and also that the 
family dairy farmer is more efficient, his sons and his wife working the 
farm hard and can produce for a lower cost than can the corporation 
farm, but because he does not have the capital he cannot survive this 
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kind of impasse, and he will go out of business, and then the corpora- 
tion which nas far more capital can survive and will survive and will 
benefit by the situation. I tnink it is to the great disadvantage of the 
country and family farmer, to have that situation arise. 

Senatdr Holland. It is true, is it not, that very large disappearance 
of dairy producers and units have been in the field of the family-owned 
farm, and that has beeen evident now for the last several years! 

Senator Proxmire. Yes. 

Senator Holland. And that is the family dairy producers, too? 

Senator Proxmtrb. I could underline the point Senator Yomi^ made 
so well, and Uiat is, the fanner who is efficient, we are losing m our 
State an average of 12 farmers a day, and have been for more than a 
year now. And these farmers who are not farmers, who have 10 or 12 or 
15 COW8, these are farmers who are now producing with 40 and 50 
covra and more. It is those that are leaving the farms. And the average 
farmer has 50 cows in milkingj with 75 to 100 altogether. These are 
very, very efficient operations with $60,000 to $75,000 or more invested. 

Senator HoujAnd. They are the backbone of the rural communities 
of your State and other heavy dairy -producing States. 

Senator Proxmibe. There is no question about that. Town after 
town, after town the purchasing power comes from the dairy farmers. 
He comes in and does his buymg in the little town. You can tell in 
these towns how badly they have been hit. Store fronts are vacant. 

Senator Holland. I think that is a tragedy, on the face of it. Some- 
how, it has to be stopped. And I hope that we will find a way in the 
course of these hearings to stop it. 

Do you have any questions. Senator Mondale ? 

Senator Mondale, Let me say to Senator Proxmire that I was 
pleased to cosponsor S. 612, with you. I was pleased to do so. I think 
that there ia certainly due you a special not© of congratulations for 
your inspired leadership in this field. We are mindful of the same lead- 
ership that you provided last year on the school milk program, where 
it was proposed to cut it down, and under your leadership we not only 
made it permanent but improved it. 

Senator Youno, If I may interject, the Senator from Minnesota is 
not far behind. 

Senator Mondale. All I did was follow. It worked out very well, 
I was most impressed by your testimony, 

I note in the Department of Agriculture's document called Farm 
Costs, that the Wisconsin dairy farmer in 1965 in producing grade A 
milk received 75 cents an hour for his labor and his family's labor. 
The Wisconsin dairy farmer producing payment manufacturing milk 
received a return of 30 cents an hour tor his labor, so that there is no 
problem here of overpayment by any stretch of the ima^nation. 

The plight of the dairv farmer, if I am correct, in Minnesota and 
Wisconsin and in most States of the Union, has been a very serious 
one, quite apart from the import problem. Do you not agree with that ? 

Senator PROxuntE. Secretary Freeman testified before the Tariff 
Commission that the average Wisconsin farmer, including both fluid 
and manufacturing, had an income of something like 50 cents an hour 
in 1965, If fluctuated a little bit, and since then may have gone up, 
but it is far less than one-half of the average factory wage — it is way 
below the minimum wage that it is legal to pay anybody in this coun- 
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tiT. It is a disgrace when you figure the hours that he puts in, the size 
■of his investment, the skill and the efficiency that he has developed 
.and the risk that he has taken. It is a real shame. 

Senator Mondale. You indicated in your testimony that Wisconsin 
is losing about 12 dairy farmers a day. I have a document here that 
we might include in the record. 

Mr. Chairman, it was prepared by the Department of A^culture 
and shows that in 1960 there were approximately 1,017,000 dairy farm- 
ers and that by 1964 that number liad been reduced to 6i8,000 dairy 
farmers, and that the current estimate of the number of dairy farmers 
in ^e United States, in 1967, at this time, is 500,000. In other words, in 
6 years we have squeezed one-half million dairy fanners out of the 
dairy farming business. 

Senator Proxmire. That is less than one-half of what they were 6 
years ago. 

Senator Mondale. Do those figures strike you as being essentially 
right? 

Senator Proxmire. They certainly do, and I think they are very 
shocking, indeed. 

Senator Holland. You offer that table for the record ! 

Senator Mondale. Yes, I would like to submit it for the record. 

Senator Holland. Without objection, it will be incorporated into 
the record at this point. 

(The tabulation follows:) 



Milk production. 


imports, imporia a» a percent of production, number of milk 
artd heifers on farms, and number of dairy farmg 


Year 


production 
(rnUlion 


l»unds> 


Imports as a 
peiTMit ol 
productl™ 


Cowsand 
heifera 2 yean 

(mlUlon h«Bd) 


(thouaandi) 




123,109 

ii 

is 


«04 
3:813 


2.i 
3,2 


IB.4 
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■1.017 

































Senator Mondale, And the egress of needed dairy farmers from the 
dairy farming business is illustrated by this chart. 

In 1966, the Department of Agriculture purchased the milk equiva^ 
lent in the amount of 647 million pounds. This year, according to th© 
Secretary of Agriculture's testimony yesterday before the Tariff Com- 
mission, and I will quote ; 

"In the first 4 months of 1967, the Department lias purchased the 
equivalent of 3.6 million pounds of milk at a cost of $159 million." 

And the best, estimate of the Department is that it will this year 
buy 6 billion pounds at a cost of $300 million this year. 

Would the Senator fi-om Wisconsin believe that there is a correla- 
tion between the rate of the sale of foreign dairy products in this 
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country and the accumulation of surpluses by the Commodity Credit 
Corporation ? 

Senator Proxmirb. There is no question about it. Even if there were 
no dairy interests inToIved here and if you i^ored the dairy fanner 
and ignored the consumer that is going to be m the long run and hurt 
badly, the taxpayers are being required to pay substantially more 
because of the deterioration of the intent of the law, because there is 
this loophole, and there will continue to be this loophole unless we act 
l^slatively to plug the loophole and to do it decisively. 

Senator Mondalb. You made, I think, a very strong point here in 
terms of the Dutch exports of butter to the American market gold here 
at about 26 cents a pound when that same butter is sold at 64 cents a 
pound to the Dutch, the same butter. 

Senator Proxmire. Yes. 

Senator Monuale. Would you then characterize the sale of that 
butter in the American market aa dumping ( 

Senator Proxmibe, I do not know what dumping is if that is not 
dumping. 

It is precisely dumpings it is a matter of taking the surplus and 
dumping it on us at a su&idized price, far, far below what they sold 
it to their own people for. 

Senator Mondale, I certainly agree with you. I think that is a criti- 
cal distinction. I am one who believes strongly in free trade. I do not 
think that we can sell overseas unless we can buy overseas. We just can- 
not have a one-way street. But at the same time, there is a critical 
distinction here between fair and decent marketing arrangements, and 
outright dumping of highly subsidized dairy imports on the American 
market. 

And, in addition to that, we have to consider our domestic farm 
program. 

One of the thines that strikes me about your measurement is that 
it is essentially a fair proposal, that it tries to establish meaningful 
ceilings, to permit the foreign sources of dairy products to share in 
the growth of this market on a fair basis, and it seems to me to strike 
a decent balance in trying to improve the farmers' income on the one 
hand and not entirely disregard the problem of world trade. 

Senator Proxmire. I agree with you. I am delighted that you have 
brought this up. It is an element unfairness in the quota system. And 
even more than that, in the tariff system. But I think that we live in a 
real world. We do not live in a world of theory. We live in a world of 
fact. And when they are dumping and subsidizing exports, the only 
way that we can defend ourselves against this kind of thing is by 
recognizing it and asking appropriately for action, and I think this 
bill does that. It does provide that they can share in our market, as you 
say. It also provides for the kind of opportunities for our dairy farm- 
ers to survive, and without it they cannot. 

Senator Monoale. I also believe that your point about the inade- 
quacy of section 22 is well taken. 

Last summer, some of my Minnesota friends called me about the 
importation of "jimex" that was coming into Minnesota, Wisconsin, 
and elsewhere for ice cream mix, and me millions of pounds which 
were coming in. The inflow was fantastic. So, I called the Department 
of Agriculture and asked that certain steps be taken, and I found that 
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about a week later they just changed the butterf at content or the sugar 
content, and they just came in in bigger quantities than ever. So, it is 
quite obvious that our present tools, at least seem to me to just not be 
adequate under the present laws which are so easily evaded. 

Senator Proxsore. There is no question about it. 

It is like plugging the old tire and putting another patch on the 
innertube. The innertube will blow out eventually ; we know it will. 
It will be done again and again. To fool me once, is shame on you; 
but to fool me twice, is shame on me. We have been fooled more than 
twice. It seems to me that we have to act. 

Senator Mondale. I have no further questions; thank you, Mr. 
Chairman. 

Senator HoiiAWD. Thank you, Senator Mondale. Let us go off the 
record. 

(Discussion off the record.) 

Senator Hollaitd, Back on the record. 

Our next witness is Senator MondaJe. 

STATEMENT OF HON. WALTER F. HONDALE, A V.S. SENATOR FROU 
THE STATE OF MUniESOTA 

Senator Mondale. I have a statement that I will submit for the 
record, rather than taking the time to read it. 

Senator HoiiAND. Senator Mondale's statement will be incorpo- 
rated into the record at this point. 

(The prepared statement of Senator Mondale is as follows :) 

Mr. Chairman, I appreciate this opportunity to Indicate my support for S. 612, 
the Dairy Import Control Act of 1907. I am pleased to be a co-sponsor of tbat 
legislation. 

The need for legislation is clear. The Ualtei] States has in the last 15 months 
or BO become the dumping ground tor world surplus dairy production. Imports 
Id 1966 aloae increased by 300%. We have struggled for several years to bring 
domestic dairy supply and demand into reasonable balance. Now, when it appears 
that we have achieved such a balance, it Is being destroyed by Imports. 

Every indication we have today points to a further rise In world dairy pro- 
duction, and even sharper increases Id U.S. dairy Imports. The rate of Imports in 
January-February of 1967 is double the comparable 1966 rate. If this were 
to continue, imports in 1967 would Increase 500% over 1965 levels. This Com- 
mittee will receive ample statistical data on the national situation concerning 
imports and milk production. But I must observe that it has been estimated that 
the import increase in 1966 cost each dairy farmer In the United States an aver- 
age of $640 — for a net loss In gross national dairy Income of $18G million dollars. 

I need not comment extensively on the greet interest and importance which 
my constituency places on this problem of dairy import controls. The Chairman 
is well aware that Minnesota Is one of the most important milk producing states. 
Since we are located at long distances from major urban concentrations — other 
than minneapolls-3t. Paul— most of the milli Minnesota farmers produce is mar- 
keted In the form of highly concentrated manufactured dairy products, such as 
butter, cheese, nonfat dry milk. Thus, In 1966 Minnesota ranked third in all milk 
production, first In butter production, and third In American cheese produc- 
tion. We undoubtedly ranked first in nonfact dry milk production in 1966 al- 
though these figures are not yet available. 

And since almost all our milk is used for manufactured products, the average 
price received by dairy farmers in the first quarter of 1967 for all milk whole- 
sale — $f*-05 per hundred — is greatly misleading. 

The manufacturing grade price received by farmers under the Minnesota- 
Wisconsin series was $4.04 per hundred — compared to the $6.00 plus for milk 
in the fluid market In most areas. 

So these dairy Imports— Colby cheese, butterf at-sugar mixtures, and frozen 
cream — compete directly and most severely with the farmers in manufacturing 
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areas like Minnesota and Wisconsin, of whose milk from 70% to 80% goes for 
manufactured products. 

The tendency of these imports to keep manufactaring milk prices down against 
the support level is reflected by increasing Commodity Credit Corporation take- 
overs of these products through its price support operations. In the first quarter 
of 1967, CCC acquired IIH times more milk equivalent than in the same period 
a year ago. Without some solution to tbe import problem, this rate of increased 
takeovers can only continue. 

Thus, dairy farmers In Minnesota are extremely disturbed and discouraged 
because of these large imports and their adverse effect npon dairy markets. I am 
sure we will find the testimony of Mr. Dan C. Holtz, President of Land O'Lakes 
Creameries, of great value in pin-pointing for ua the effect of the lai^e volnmes 
of dairy imports on prices to dairy farmers in Minnesota, and tbe problems it 
poses in the operation of a great dairy cooperative association. 

The goal of all our farm programs is to achieve parity prices and parity of 
income for our farmers — and this applies to dairy farmers as well. Permitting 
the large, and ever-increasing volume of dairy imports to continue will result 
in blocking that goal of full parity. If the CCC must purchase more and more 
domestic production at the support level, the rising costs of those purchases will 
place, as a practical matter, a citing on the support level. 

It makes more sense for us to take reasonable action against the cause of the 
problem. We need not be punitive. The Dairy Import bill before us will permit 
access by Importers to the American market, and an opportunity to share any 
growth In the domestic market. This is a reasonable bill, and, therefore, I nrge 
the Subeommittee to report it favorably to the full Committee. Thank you, Mr, 
Chairman. 

Senator Holland. Do you have any questions, Senator McGovern ? 

Senator McGovern. I want to commend Senator Proxmire for 
being the chief sponsor of this important bill, I think he lias provided 
leadership in this respect, and I am sure the dairymen appreciate it. 

Senator Holland. Do you have a statement that you desire to 
present? 

STATEMENT OF HON. GEOEGE McQOVEEN, A tJ.S. SENATOR PROM 
THE STATE OF SOUTH DAKOTA 

Senator McGovern. I have a statement of about 13 pages, but rather 
than taking the committee's time in reading it, elaborating on some 
points that Senator Proxmire and others Have outlined, I will ask 
that it be incorporated as a part of the record. 

Senator Hollant. It will be incorporated into the record at this 
point, and if you have any questions of Senator Proxmire or Senator 
Voimg who have already been heard, we will be glad to recognize you. 
Senator McGovern. I have no further questions. 
(The prepared statement of Senator McGovern is as follows:) 

Mr. Chairman and Members of the Subcommittee, I can subscribe fully to the 
many fine statements that are being made by some of my colleagues and other 
witnesses before this subcommittee In support of S. 612. They have or will dis- 
cuss in detail the economic effects of the large volume of dairy product Imports 
on dairy products prices and upon prices received by dairy farmers in the 
United States for the milk and butterfat they produce. I shall not repeat such 
data. However, several witnesses have mentioned matters which I think it would 
be desirable to discuss In greater detail. 

There have been comments about the Ineffectiveness of application of Section 
22 of the Agricultural Adjustment Act, and the great amount of circumvention 
of the quotas once they were applied. 

Tbe IneHectlveness of the application of Section 22 since its enactment may 
be classified readily into two major categories. 

The first category is related to the failure to apply the quotas to dairy prod- 
ucts of what might be called standard or normal types. These would Include 
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such prodacts as batter, cbeddar cbeeae, Itslisn cheeae, Colby cheese, and the 
like. WitDeasea bare abown that Colby cbeese, a standard type which we prodnce 
In this country, was not placed under quota when quotas were established nnder 
Section 22 In 1953, presumably becatise no cheese imports then were classified 
as Colby cheese. 

Foreign countries became aware that there was no import quota on Colby 
cbeese, and started exxwrting such cheese to us In ever-increasing amounts. 
This cheese is closely comparable and competes directly with Cheddar cbeese 
produced In this country so representatives of dairy farmers requested the 
Secretary of Agriculture to get Colby cheese under quotas pursuant to Section 22. 

No sucb action was taken. The Secretary of Agriculture did try to place some 
Testralnts upon the Imports of Colby cheese by negotiating agreements with New 
Zealand and Australian governments and later with Ireland. Those countries 
agreed to hold down the volume of Colby cheese they exported to the United 
States. However, other countries started exporting Colby cheese to the United 
States and the inter-go vemment agreements with New Zealand, Australia, and 
Ireland became inoperative. In spite of many formal requests for quotas on 
Colby cheese under Section 22, action was only very recently instituted and is 
currently the subject of a hearing before the Tariff Commission. 

The point here is that no positive action to Invoke the authority granted the 
Secretary and the President by Section 22 was talien during the several years 
that Colby cheese imports were increasing from zero to about 46.0 million pounds 
in 1960, negating the value of the cbeddar cbeese quota. This Is an outstand- 
ing example of failure to take action to control the imports of a normal or 
standard dairy product even tbougb such controls clearly were Justified. 

The second type of Ineffective use of Section 22 pertains to new types of dairy 
commodities developed solely to circumvent established quotas. Witnesses have 
pointed out that the butter quota was circumvented by the shipment of butteroil. 
When butteroil was placed under the quota, the butteroil quota was circumvented 
by shipping In a flavored commodity called Exylone. When import of this com- 
modity was stopped by placing a zero quota upon Its importation, the regulation 
applied to commodities containing 45 percent or more butterfat. This restriction 
was immediately circumvented by making a mfsture containing 44 percent butter- 
fat and adding sugar and nonfat milk solids, thus again escaping the quota and 
entering this country without restriction. Prior to tbeir development to circum- 
vent our quotas, such products were not standard items of the dairy trade in any 
foreign country or in International commerce. 

Again representatives of dairy farmers urged the Secretary to Invoke Section 
22 to control the importation of these new dairy commodities, but there has been 
no action until recently. 

1 am advised that tbe imports of tbis butterfat mixture alone, which Is used 
primarily in the production of ice cream, have captured more than 12 percent of 
tbe total market for milk and butterfat from U.S. dairy farms normally used in 
the production of Ice cream and frozen desserts. 

Failure to apply the provisions of Section 22 effectively in the dairy situation 
represents a serious failure, resulting in the present necessity for Congress to 
step in. 

In 19G6, the emergency authority contained In Section 22 was used to increase 
Cheddar cheese Import quotas by Presidential Proclamation by 926,700 pounds 
for the fiscal year ending June 30, 1966. This same emergency authority could be 
used to restrict imports of Colby cbeese and butterfat-sugar mixtures, but it has 
not. Further, It Is to be noted that tn loee when the President directed the Tariff 
Commission to hold a hearing to consider the Cheddar cheese quota, there was no 
reference to placing a quota upon tbe vastly greater imports of Colby cheese. 

But the most disturbing thing about the actions noted above was that they 
were undertaken in order to reduce cbeese prices in the United States. 

In a press release (USDA 987-66) on March 31, 1966, the Secretary stated : 

"The actions are in response to the decline in U.S. milk production that has 
taken place in recent months and the rise in prices of cbeese. They will help 
alleviate an imbalance in manufacturing milk supplies which bas developed as 
cheese and butter manufacturers coinpete for existing supplies of manufacturing 
milk. Strong demand for cheese Is diverting milk from butter production. Many 
small creameries face disaster from tbe cost-price squeeze that results. The in- 
crease in butter prices that results threatens to diminish the market for butter — 
an action which In the long run will injure dairy farmers who produce mainly 
for butter production," 
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Furthermore, in his letter to the President dated March 31, 1966 in which he 
recommended hearings before the Tariff CommUBion to Increase cheddar cheese 
qaotaa, he stated that : 

"Cheddar cheese prices have been maintained at a relatively high level over 
the past year and hare continued to rise in recent weeks. Furthermore, the car- 
rent tight situation with respect to cheddar cheese production is expected to 
continue for some time." 

He further recommended in this letter as follows : 

"I believe that a condition exists which requires emergency treatment and 
that in order to moderate the possible further increases in cheddar cheese prices, 
you should take immediate action to Increase the cheddar cheese quota for the 
current quota year ending June 30, 1966, by 926.700 pounds without awaltluK the 
formal review and recommendations of the Tariff Commission, In accordance 
with the provisions of Section 22(b) of the Agricultural Adjustment Act, as 
amended." 

I am unable to find any explicit authority In Section 22 authorizing the expan- 
sion of quotas under this section for the purpose of holding doiDn prices in thU 
country. While the authority may be Implicit in Section 22, I think we can all 
agree that such authority. If It may be presumed to exist, would be exercised con- 
trary to the policy of the Congress and the goal of onr agricultural legislation 
unless prices to U.S. farmers were at parity levels, and gave promise of remain- 
ing at or above parity levels. 

It was for these reasons, among others, that I and others Introduced Senate 
Concurrent Resolution 88 which was passed in the Senate without any dissent. 
Passage of this resolution nndoubtediy was one reason that the Tariff Commis- 
sion refrained from recommending a permanent Increase in the cheddar cheese 
quota after hearings in April 1966. 

It is clear that the enactment of S. 612 is necessary to have effective controls 
on Imports of dairy products that are related to the achievement of our over-all 
goal of parity prices for U.S. farmers, including dairy farmers. 

In considering this bill we shoudl be aware of the importance of dairy business 
to our economy. Dairying is a large segment of agriculture, and makes a sub- 
stantial contribution to farm Income and to employment throughout the 50 states. 
Furthermore, milk and dairy products make up a large portion of the consumer 
diet, and are essential for good nutrition. 

The need for stable dairy Industry, with respect to farm prices and levels of 
production, has long been recognized by Congress. Milk is among the few select 
commodities subject to mandatory price supports. 

Section 22 of the Agricultural Adjustment Act came into being because It was 
realized efforts to enhance farm income through government programs woitid 
be thwarted it imports were allowed to enter the United States market on an 
unrestricted basis. 

Prior to the great depression of the 1830's, there was little movement of dairy 
products In or out of the United States. Price differences, as between the United 
States and other dairy producing countries, were reconciled by use of modest 
tariffs on such products as butter or cheddar cheese. 

The Tariff Act of 1930 established a duty on butter at the rate of 14 cents per 
pound, and comparable rates on other dairy products. The tariff rates, however, 
were soon to be reduced with the passage of the Reciprocal Trade Agreements 
Act. These reductions in tariff rates occurred at the same time the price dis- 
parity between the United States and other dairy producing countries were 
becoming wider. The wider disparity, at least in part, resulted from the agricul- 
tural programs passed by the Congress in an effort to bolster itrlces and income 
to U.S. farmers. 

Limitations on the quantities of dairy products Imported first occurred in 
1942 under the Second War Powers Act These limitations were Intended to 
keep fats needed in war-torn Europe from being drawn to the higher priced 
American market, and to aid In carrying out an international allocation of 
dairy products. Later, in the 1649-51 period, imports of butter were controlled 
under special legislation to facilitate the orderly liquidation of stocks acquired 
under the price support programs. Then, ia 1951 Congress authorized import 
quotas on dairy products under Section 104 of the Defense Production Act 
The purpose of this legislation was to prevent excessive imports from result- 
ing in unnecessary government expenditures to support the farm price of milk 
and butterfat in the United States. These controls were maintained until 1953. 
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Qnotas, Intended to limit tbe entry of dairy products, were esUbUsbed July 
1, 1963, by Presidential Proclamation 3019 under the aatborlty of Section 22 
of the Agrlcultnral Adjustment Act. 

The purpose of quotas is to regulate tlie flow of Imports and minimize their 
effect on the farm price of milk. The farm price of milk reflects values of 
milk and dairy products in any form. A pound of butterfat used In the production 
of butter oil, Cheddar cheese, ice cream, or even fluid milk. The same Is true of 
each pound of nonfat milk solids. 

The Import quotas established pursuant to Section 22, though, were made 
applicable, not in terms of butterfat and nonfat milk solida, but rather In terms 
of speclflcally deflned dairy products then being traded between the nations 
of the world. Import quotas were established for such well-known products as 
butter, Cheddar cheese, and the like. 

Tbe pressure of exporting producers and of Importers to enlarge quotas is 
understandable from their points of view, particularly when there is no over- 
all limit on imports by statute and no standards governing the level of sudi 
Imports provided by law. 

As a resnlt of these pressures, perhaps. It was easier, admlnstratively, to 
grant a new quota for butter oil In 1957, for example, rather than to deny one, 
or to provide one by reducing quotas for other product*. In like measure, it 
was perhaps easier, administratively, in 1966 to grant an additional quota 
for Cheddar cheese from Canada, rather than do so by reducing quotas for 
other countries or for other products. Each such Increase in quotas added 
supplies to our market and thus adversely affected the U.S. farm price for 
milk. Thus each Increase was contrary to the Intent of law, which has, as 
its basic aim, parity prices for U.S. farmers. 

The Import quotas established in ldS3 displaced a market for 189.0 million 
pounds of milk for U.S. farmers. The present quota displaces a market for 
262.7 million pounds annually. 

The gradual enlargement of import quotas is an invalid exercise of powers 
and Is clearly inconsistent with tbe intent of Congress. Permitting unrestricted 
imports In contravention of tbe quotas, however, is unconscionable. The amount 
of imports, due largely to circumvention of the existing import quotas. In 1966 
was more than 9 times the volume authorized by quotas. Unless new legislation 
is passed, the Imports, due largely to contravention of quotas likely will amount 
to some 12 to 15 times tbe volome specified In the quota regulations this year. 
l%ese Imports clearly are not Intended by the law or by the quotas established 
under Section 22. That they should be aUowed to continue and to grow, and to 
be made permanent through the establishment of additional quotas, is most 
difficult to understand, such as was the case in butter oil. 

The provisions of 8. 612 are designed to bring order out of this chaos and to 
establish limits so that there can be no further erosion of the U.S. farm price 
for milk through the enlargement of quotas, or their circumvention. 

The l^lslation would establish an overall limit of imports based upon tbe 
average annual quantities of butterfat and nonfat milk solids Imported In all 
forms, and from all foreign countries, during the five calendar years 1961 through 
1965. The year 1960 would be excluded from the base because the level of Importa 
in contravention of existing quotas was not normal by any stretch of the 
Imagination. 

Heavily subsidized exports of surplus production from other countries reached 
our shores in 1966 In a volume which was sufficient to recreate an excess of dairy 
products above market requirements within the United States, and to cause our 
farm price to tumble. Farm prices now are hovering around the minimum levels 
established under the price support program, and there is little likelihood that 
the U.S. farm price for milk can be improved unless imports are controlled by 
act of Congress. The only other alternative would be further liquidation of dairy 
farmers and dairy herds in the U.S. 

In establishing a total level of Imports reflecting the 1961-65 base period, tt 
would be left for administrative decision to apportion such imports as between 
products and countries of origin. This type of legislation would permit the orderly 
adjustment of imports without their adversely affecting prices to U.S. farmers. 

There Is a provision In the bill for an Increaee or decrease in the total amount 
of imports. In this regard, the foreign producers would share the American 
market with domestic producers, and changes upward or downward would be 
in the same ratio. 
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There Is a iirovlslon In the bill whlcb would permit tbe President to autborlse 
imports bejond the establisbed overtill limitation, U be deemed such action to be 
necessary in tbe national interest. At such time as additional imports were 
admitted under this pioTlsion, however, and if U.S. farm prices were below 
parity, a corresponding quantity of butterfat and solids-not-fat would be re- 
moved from the market, thus insulating tbe price system from being adversely 
affected. This provision would permit the market to respond to domestic market 
forces and to achieve tbe goal of tbe agricultural programs authorized by 
Congress. 

Under tliis type of legislation dairy fanners reasonably coald expect to achieve 
parity prices without interference by the surplus milk production of other coun- 
tries. Most Important, the bill would put an end to subterfuge, to evasion of 
Quotas establisbed by lave, and it would bring order out of tbe present chaos 
plaguing the dairy industry. 

In my view, passage of S. 612 would be a forward step. Dairy farmers would 
know the extent to which Imports might affect their market. Consumers would 
beneflt in that they would have assurance of a stable dairy industry and a supply 
of milk and dairy products at reasonable prices for their long-term needs. Export- 
ing countries also would benefit in that they would know the total quantity of 
products which they could aspire to sell In the United States. 

S, 612 provides a solution of the current Import problem facing the dairy in- 
dustry. It is fair to all parties affected. It is consistent with the expressions of 
Congress regarding farm policy and foreign trade policy. It would regulate im- 
ports of dairy products In a manner intended by Congress when Section 22 of the 
Agricultural Adjustment Act was originally developed and coordinated with tbe 
Reciprocal Trade Agreements Act. 

1 urge the sttbcommlttee to recommend the favorable reporting of 9. 612 by 
the Senate Committee on Agriculture and Forestry. The measure should be 
reported regardless of what may be done under the current Section 22 proceed- 
ings before tbe Tariff Commission to end the uncertainties and misdirected 
decisions which result from administrative actions taken In face of surges of 
pressure. 

Senator Holland. I notice that there are a good many other Sena- 
tors who have asked to testify. I do not know of any way to take them 
except in the order of seniority. I see here the names of Senators Moss, 
Pearson, and Carlson. I believe that Senator Carlson is the senior of 
that group. If he is, we will recognize him at this time. 

STATEMENT OF HON. PRABE CASI£ON, A U.S. SENATOR FROM THE 
STATE OF KANSAS 

Senator Carlson. I appreciate very much, Mr. Chairman, this op- 

Jortunity. I have a very short statement, and if there is no objection, 
will read it. 

Senator Holland. That is a tradition that is well recognized in 
the Senate, We will allow you to proceed on that basis. 

Senator Carlson. I am pleased, Mr, Chairman, to have this oppor- 
tuni^ to discuss with you the necessity for the enactment of S. 612, 
the Dairy Import Act of 1967, which is designed to establish more 
effective controls over the very rapidly growing imports of dairy prod- 
ucts in the United States. 

Other witnesses have explained the provisions of S. 612 in consid- 
erable detail and the record will show detailed information concerning 
the deleterious effects these large-scale dairy imports have upon the 
prices of dairy products in this country, and upon the prices which 
U.S. daiiT farmers receive for their milk and butterfat. In view of 
this, I win give very few figures concerning these matters since I be- 
lieve they were given before m sufficient detail. 
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Although Kansas is not recognized as one of the really lai%e milk 
producing States in this countrj-, it does rank 19th in the prmuction 
of milk and 16th in the production of creamery butter and 13th in the 
production of cheddar cheese. Total cash receipts from sales of milk 
and cream by Kansas dairy farmers were over $71/^ million in 1966. 
Also, you might be interested in the fact that the total milk produG- 
tion in Kansas in 1966 was 1.7 billion pounds, as compared to the milk 
equivalent of dairy imports that year of 2.8 billion pounds. Projected 
imports of at least 3.5 to 4.5 billion pounds in 1967 will be more than 
twice the milk production in my State. 

Kansas, of course, is widely noted as the greatest wheat-producing 
State and is important in livestock production, but you can see from 
the figures given above that milk production is of si^ificant import- 
ance in the entire agricultural economy of the State of Kansas. 

I agree wholeheartedly with the statements as to the general eco- 
nomic effects of large-scale dairy imports upon dairy prices and dairy 
farmers in the country, but I thmk a description of the impact of such 
imports in a State such as Kansas will show you how all-pervasive is 
the effect of the imports upon our dairy farmers. 

I can pinpoint this effect upon producers in the State of Kansas by 
pointing out to you the experiences of one of our fine cooperatives in 
the State in the manufacture and sale of cream and ice cream from 
milk of its dairy farmer members. This cooperative association dis- 
tributes whole milk and whole milk products, processes and distributes 
ice cream, and manufactures butt«r, nonfat dry milk, and cheese. It is 
not a giant in the cooperative field, but it is important in the economy 
of the State of Kansas. 

This organization, by foresight and hard work, has developed a 
premium quality ice cream sold through franchise ice cream stores 
owned and operated by local people in a number of cities and towns in 
Kansas and neighboring States. Its volume of business through these 
stores has been growing rapidly, and represents more profitable uti- 
lization of the farmer members' milk than would have been the case 
otherwise, and thus the ability of this association to return to its mem- 
bers a relatively high price for the milk delivered from their farms. 
In addition, this association sells ice cream in bulk form to other ice 
cream manufacturers. 

This association is meeting very intense price competition from ice 
cream made from imported butterfat mixtures. If large-scale imports 
of these butterfat-sugar mixtures are permitted to continue, the pres- 
sure on our ice cream markets now utilizing cream from Kansas pro- 
ducers will be greatly increased. This would be quite harmful to the 
dairy economy m the State of Kansas and would cause a reduction in 
the number of dairy farmers and milk output in that State. 

I do not want to infer that this association is the only group affected 
in my State. I merely cited the facts set forth above to give you an 
example of the manner in which large-scale dairy imports are directly 
affectmg dairy farmers in the State of Kans^. 

Our dairy farmers in the State of Kansas who deliver their milk 
to other cooperative associations are seriously affected. Testimony _of 
previous witnesses indicates the manner in which butterfat-sugar mix- 
ture imports force the utilization of cream in fluid milk markets that 
is normally used in the production of ice cream into the production of 
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butter. Exactly the same situation holds true for the large urban areas 
served in part by dairy farmers in the State of Kansas such as Kansas 
City, Mo. ; Kansas City, Kans. ; Wichita, Kans., and numerous smaller 
cities in the State as well as cities outside the State of Kansas. 

Naturally, in addition to the feature which I have stressed, that is, 
butterfat-sugar imports, the heavy imports of Colby cheese, with their 
depressing effect upon cheese markets in this country, also affect the 
markets for cheese produced in the State of Kansas and increased 
butter production forced by causing the shift in utilization of ice cream 
to butter depresses the basic butter price. This also vitally affects prices 
in fresh fluid milk markets, inasmuch as the Federal milk orders, 
which regulate the prices of milk in most of the markets in which milk 
from Kansas dairy farmers is sold, are vitally affected by reductions 
and weaknesses in the butter market, as reflected by the price for milk 
used in manufacturing. 

I urge this subcommittee to recommend S. 612 favorably to the full 
committee. It is always a pleasure to appear before this distinguished 
subcommittee. Thank you. 

Senator Holland. We thank you, Senator Carlson, for your very 
fine statement. 

I believe the next Senator, in point of seniority, is Senator Moss. 
But, first. Senator Young has a question to address to Senator Carlson 
before he gets away. 

Senator Tounq. I have read your statement, Senator Carlson. I 
think that it is a very good one. You were one of those who were very 
much interested in the Kennedy round negotiations in Geneva. I know 
that you spent some time over there ana that you are greatly con- 
cerned about those negotiations. I wonder if you think what they did 
with the dairy industry will solve some of our problems, or if this 
legislation is still necessary. 

Senator Carlson. Based on some inside information which both 
the Senator from Florida and the Senator from North Dakota heard 
this morning, I can assure you that it will not solve the dairy problem. 

I would like to say this, in discussing it, as to what we anticipate will 
be done, that I am going to use the words that I am accepting it with 
cautious acceptance. I think that we will have to deal with all agri- 
cultural problems. 

Senator Holland. Thank you very much. Senator Carlson. 

Do you have any questions f 

Senator Jordan. I have no guestiona. Thank you. 

Senator Mondalb. No questions. 

Senator Holland. We will now recognize Senator Moss. We will 
be glad to have you proceed as you wiSi. 

STAT^nSNT OF HON. TRASK R HC^, A U.S. SEI7AT0R FROM THE 
STATE OF UTAH 

Senator Moss. Mr. Chairman, the burst of dairy imports which 
have flooded our domestic market in the past few years spells serious 
trouble for our entire dairy industry if we do not take immediate 
action effectively to control them. 

The volume of imports has lifted our dairy products supply well 
above our market demand and has caused prices to tumble. The im- 
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pact is being felt throughout the dairy industry in every State of 
the Union. 

Dairy imports have been increased in two ways: First, through 
administrative action, and, second, through circumvention of existing 
quotas. It is estimated that in 1966, the volume of dairy imports was 
nine times the amount authorized, and that, if import controls are 
not tightened, they could run 12 to 13 times beyond the specified 
volume this year. 

These imports are displacing domestically produced milk and but- 
terfat in a constantly growing pattern. This curtails the farmer's 
income, and his buymg power, and in some instances even forces 
him off the farm to seek employment in the cities. It also curtails 
the number of jobs in our domestic dairying processing plants, and 
forces workers in those plants on to unemployment rolls. 

In short, if the tremendous volume of dairy imports is not con- 
trolled, we are faced with a relentless cycle of lost income, lost jobs, 
lost farms, and more and more financial trouble in our entire dairy 
industry. 

The dairy industry in my State of Utah has been hard hit by the 
explosion of imports, and oy the price declines these imports have 
brought about. 

I ara told that in Utah the largest ice cream mix company in the 
State is using imported butterfat in their operation, although this 
company formerly used local cream entirely. The company supplies 
s majority of the soft ice cream distributed in Utah and ships to 
four of the surrounding States. It is probably the largest user of 
butt«rf at for ice cream purposes in Utah. 

I am told furthermore that imports have caused serious difficulties 
for our domestic cheese processing plants. There has been a reduction 
of 4';4 cents a pound in swiss cheese since late 1966, and a further 
reduction of 1 cent per pound in cheese prices is expected. 

Most Utah farms sell butter and cream for manufacturing pur- 
poses at prices based on Chicago butter quotation. This has gone 
down from 74% cents on September 19, 1966, to 66 cents at present. 

Nonfat milk which was selling at a premium over support prices 
has declined since 1966 approximately ly^ cents per pound in the Utah 
market. 

Congress has long since recognized the importance of establishing a 
stable dairy industry. Milk is among the few select commodities which 
are subject to mandatory price supports. 

Section 22 of the Agricultural Adjustment Act was enacted in the 
first place because Congress realized that our efforts to improve farm 
income through Federal support programs would be badly undermined 
if we allowed imports to flow into the country on an unrestricted basis. 

We have lost sight of that purpose, it seems to me, in recent years, 
and we must get hack to it. The basic intent of Congress has always 
been that there should be parity prices for U.S. farmers. 

The bill before the subcommittee today would establish an overall 
limit on imports based upon the average annual quantities of butterfat 
and nonfat milk solids imported in all forms, and from all foreign 
countries, during the 5 calendar years 1961 through 1965. The legisla- 
tion excludes the year 1966 from the base because the level of imports 
in that year was tar above the normal level. 
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The bill leaves it to administrative decision as to how the imports 
should be apportioned between products and importing countries, and 
also provides for an increase or decrease in the total amount of im- 
ports, so that foreign producers can share the market with domestic 
producers, depending upon the demand. It also permits the President 
to allow additional imports if he held it to be in the national interest. 
If, however, U.S. farm prices are below parity at the time such addi- 
tional imports were authorized, an appropriate amount of butterfat 
and solid-nonfat milk would have to be removed from the market. 

Mr. Chairman, in my opinion, S. 612 is a sensible, realistic approach 
to the import problem which the dairy industry is facing. It is equi- 
table to everyone concerned. It would clear up the uncertainties 
the dairy farmer now faces. It would assure to the consumer a stable 
dairy industry, and a continuing supply of dairy products at reason- 
able prices, 

I ask that the subcommittee recommend it favorably. 

Senator Holiu^nd. We are glad to have heard you and to have had 
you here. 

Are there any questions of Senator Moss ? 

Senator Young. No questions. 

Senator Jordan. No questions. I have onhr one observation. I want 
to compliment you on your statement, too. I have studied this import 
problem on a great many items not just on dairy. I am probably a little 
more sympathetic to the dairymen, because I was a dairyman when I 
was about 18 years of age, this way [illustrating], and I took a vow 
that if I could make a living in any other way that it would not be 
with a cow, and I have kept that vow. [Laughter.] 

Senator Jordan. The only solution I see to their problems, those of 
dairy and a great many other things that are flooding our market, 
is a quota system. Tariffs have not restricted the imports in this coun- 
try on very many items, because their labor costs abroad are so much 
lower than ours in every category. You cannot take 10 cents an hour 
labor and compete against $2 or $1.75 or whatever might happen to 
be the wage rate. We are going to have to establish quotas and stick 
with them. The Congress will have to do it. It will not be done any 
other way. 

Senator Hotj^nd. Well, I think we will await with a great deal 
of interest the testimony Friday on the Kennedy round negotiations. 
I am told now by the staff that Under Secretary Schnittker, who has 
represented Agriculture at the Geneva negotiations in recent weeks, 
will be here on Friday. So, I hope that the Senators who are interested 
will be here to hear Secretary Schnittker and address their questions 
to him if they desire to do so. 

Do you have any questions, Senator McGovern ? 

Senator McGovern, I have no questions. Thank you. 

Senator MoNDALE. No questions. 

Senator Holland. Thank you very much, Senator Moss. I think 
that you made a fine statement. 

Senator Young. Could I ask a question off the record ? 

Senator Holland. Off the record. 

(Discussion was had outside the record.) 

Senator Holiand. Back on the record. 
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We will be glad to hear from you now, Senator Pearson, if you will 
come up closer to us. 

STATEMENT OF HON. JAHES B. FEABSON, A TT.S. SENATOR FBOH 
THE STATE OF KANSAS 

Senator Pbabson. Mr. Chairman and members of the subcommit- 
tee, I was about to say that I could read my statement in about 3 
minutes, or summarize it in about 15 minutes. I will not do either, 
but let me make one or two observations. 

One of them refers to the fairness of this bill, on which Senator 
Proxmire hag worked so effectively. Mr. Chairman and members of 
this subcommittee, jou know better than many of us that all of the 
sectors of agriculture are experiencing difficulties, and those in the 
dairy field seem to be particularlj^ persistent and severe. 

There has been a sharp dechne, Mr. Chairman, in the number of 
dairy farmers in Kansas. For instance, amoiig the ^ade A dairy 
farmers, between the year of 1962 and the year of 1965, in Kansas that 
number !ias decreased about 20 percent. For example, the Shawnee 
County Milk Producers Association which covers 25 counties in north- 
east Kansas, which makes up about a quarter of the State, 5 years ago 
they had 400 members, and today they have about 275 raeraoers, and 
heavy dairy imports is certainly one cause for it. 

The statistics show — and I will also see the chart which has been 
set up here, and I will accept them more than my own research — that 
in 1965 they had the equivalent of about 900 million pounds, and a 
year later, 1966, they were 2.7 billion pounds of imports into this 
country. 

I recognize that the Secretary of Agriculture should look into this, 
and I think the Congress needs to act for a long-range and future 
plan. 

There have been those outside of agriculture and those uniformed 
with this particular problem who have argued that the passage of 
this bill would constitute a unjustifiable protectionism and would 
violate the objectives of expanded international trade. 

It has been my thought, on the basis of my study, that this enormous 
increase is a matter of mvasion, as the Senator from Minnesota pointed 
out, after I came into the room. It is a practice of dumping, where it 
constitutes a 300 percent increase. 

And, also, I might note that the countries bringing imports into 
this country are those where dairy farmers are heavily subsidized, 
particularly the European countries. 

I think, yesterday, probably in anticipation of this hearing, I had 
four cheese producers from Kansas — and I have named them in my 
statement, who indicated their own enormous difficulties. 

Of course, this is just like throwing a pebble into a stream of water, 
the circles go out and many are affected. Those who sell to the dairy 
producers and the consumers themselves. 

I would hope, Mr. Chairman, that the committee will see fit, and 
the Congress will see fit, to enact S. 612. 

I am very grateful to the committee for this opportunity to discuss 
this subject before you. 

Senator Holland. Thank you very much, Senator. 
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Your statement will be made a part of the record, at this point. 

(The prepared statement of Senator Pearson is as follows:) 

Mr, Chairman, it Is Indeed a pleasure (or me to appear today to testify on 
behalf of S. 612, the Dairy Import Act of 1967, of which I am a cosponsor. 

It is, of course, highly signlflcant that more than 50 Senators have Joined as 
coaponsors of this bill originally Introduced by the distinguished Senator from 
Wisconsin, Senator Proxmlre. The fact that the majority of the Senate has 
already cosiwnaored Is solid evidence of the support for this bill's enactment. 

Ab you Members of the Committee know full well, virtually every sector of 
agricnlture is experiencing considerable economic difficulty and has been for 
some time. And the difflculties facing dairy producers are some of the most 
serious and persistent, 

Probably one of the most signlflcant Indicators of the adverse economic con- 
ditions In the domestic dairy industry are the statistics which point to the sliarp 
decline in the number of dairy farmers all across the nation. In my home State 
of Kansas, for example, I note that the number of Grade A dairy farmers 
declined by almost 20 percent Just during the short three-year period between 
1962 and 1965. I don't have figures for 1966, but It la evident that this sharp 
downward trend in the number of dairy farmers is continuing. For example, 
5 years ago the Shawnee County Miik Producers Association, which covers 25 
counties In northeast Kansas, had a membership of over 400 members. Today 
their membership is down to about 276 farmers. 

There are, of course, several causes for these depressed economic conditions. 
However, there Is no question but that the sharp increase in dairy product im- 
ports baa been a factor. It Is Just inevitable that the increase In Imports from 
000 million pounds of milk equivalent In 1965 to 2.7 billion pounds in 1966 liad 
a price depressing effect. 

The fact that the Tariff Commission has tieen aslied to Investigate the dairy 
Import problem under the provisions of Section 22 of the Agricultural Adjust- 
ment Act does not eliminate the need for passage of S. 612. 

I am confldent that the Tariff Commission investigation wlli eventually result 
In a recommendation for tighter import curbs. But this investigation is lilcely 
to take some time and relief la needed now. Moreover, it Is extremely Important 
that Congress take the type of action that is needed to give farmers assurance 
that they will be provided reasonable protection from price depressing imports 
in the future without having to wait for some special study after a great deal of 
economic damage has already been done. 

There have been those outside of agriculture and those uninformed with this 
particular problem who have argued that the passage of this bill would con- 
stitute unjustiflable protectionism and would violate the objectives of expanded 
international trade. This is ^mply not a valid argument. The great Increases 
in Imports that have occurred recently have represented evasions of existing 
imports regulations. Moreover, they represent practices of deliberate dumping 
of dairy products on the American market below world market prices. And most 
of tills Increase In dairy imports has come from countries where dairy products 
have been highly subsidized. 

This flood of dairy Imports has not only had an adverse effect on dairy farmers, 
but on dairy producers as well. For example, Just yesterday I received word that 
four cheese making plants in Kansas, at Garnett, Alma, Wamego and Llnn, are 
all in great economic difficulty and to a very large extent because of the increase 
in cheese Imports. I am sure that this situation exists with the other cheese plants 
and diary producers throughout Kansas. 

Also, of course, the present depressed economic conditions among dairy farmers 
means that those businesses which depend upon sales to dairy farmers likewise 
are suffering. Therefore, the enactment of an equitable dairy Import law would 
have beneficial effects throughout many phases of the American economy. 

The passage of the Dairy Import Act will not solve all the problems facing the 
dairy Industry. It won't even solve all those problems relating strictly to the 
import question. Jn this respect the results of the Kennedy Round negotiations 
will he of the utmost importance. 

However, the problem is clear and the need for corrective action is evident. 

Senator Holland, Do you have any questions, Senator Young? 
Senator Young. No questions ; I only want to commend the Senator 
for a very good statement. 
Senator Jordan. I have no questions. 
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Senator Mokdale. I have no questions. 

Senator Holland. It seems to me that this covers the situation with 
reference to the dairy farmers' difficulties which now exceed those of 
any other segment of agriculture, except those in cotton which, by th» 
way, seem to be being solved — at least, they seem to be — and that is a 
nonperishable. The difficulty of the dairy industry is because their 

froduct is so highly perishable, compared to other producing crops, 
'or inatanee^ in a very fast-growing State— and my own happens to be 
one at this tmie — or in the State of California or in the State of Ari- 
zona, those problems are not so terrible right now, although they are 
had enough, but in areas where the population is not increasing so 
rapidly and consumption is not increasing so rapidly, the situation is 
very, very critical, and I hope that we may be able to do something to 
reach these problems in connection with this hearing and the action 
of the Congress itself following. 

I am vitally interested in domg just that. I am sure that every other 
member of this subcommittee and also the full committee also feels 
that urge. 

We appreciate your being here. 

Senator Jordan. Another thing we have to keep in mind about dairy 
products : so far as I know, all of the dairy products other than the 
powdered milk and dry milk have to be kept refrigerated all the timei. 
Refrigeration is expensive. Refrigerating plants are expensive to 
Ijuild, and they are expensive to operate. 

That is not so with most of the ag-icultural products, such as wheat, 
«otton, and a great many others. Those are things that you have to 
take into consideration when you talk about dain' products. 

The storage of dairy products is expensive. E, remains expensive as 
long as you have them. 

Senator Young. If cows did not insist on being milked 7 days a 
Tveek, it would help, too. [Laughter.] 

Senator Holland. I notice that Senator Harris is listed here. He has 
notified the staff that he will not be available until this afternoon. 

I think that we have now gone through the list of Senators who 
asked to testify today. We will hear Senator Harris this afternoon. 

Senator Curtis of Nebraska has furnished the committee with a 
statement, asking that it be incorporated into the record. 

I will ask that it now be incorporated in the record, at this point. 

{The statement is as follows :) 

"Statement of Eon. Cabl T. Gubtib, a. U.S. Sbnatok Fbou tss State of Neboasea 

Mr. Cbatnuan and members of the Subcommittee, I am pleased to appear 
before you today as a cosponsor of S. 612, the Dairy Import Act of 1967. 1^ 
statement will be brief foasmuch as many witnesses are appearing before yon 
to give yoa detailed information as to the manner In which the large and rapidly 
growing volume of Imports of dairy prodncts from abroad Is adversely affecting 
prices for the milk and bntterfat prodnced by our dairy farmers. Also, a full 
description of S. 612 and the manner in which It would serve as an effective tool 
■tor the control of dairy product imports has been given yon by other wltnesaee. 

I think it Is very unfortunate that large scale dairy Imports are being per- 
mitted to capture a significant portion of the market for U.S. dairy products 
produced from the milk of our dairy farmers. Aa you all know, dairy farm prices 
have been at rock-bottom levels for a long period of time. Such low prices. In the 
face of increasing prices of goods and services purchased by farmers, finally 
culminated In 1966 In a sharp reduction In milk production. Prices rose to a 
peak in September 1966, when the Minnesota-Wisconsin price series, which re- 
flects the value of milk used la manufactured dairy products, reached a level 
•of $4.34 per hundredweight. 
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But this Improved price level did not last very long. Sbarply increased imports 
of dairy products from abroad were largely responsible for a rapid decline In 
prices received by farmers for mannfacturlng milk so that at this time such milk, 
as reflected In the Minnesota-Wisconsin aeries just noted, is bringing fanaers 
f3.88 per hundredweight for April milit. Undoubtedly tbls price would have l)eeD 
even lower were it not for the price support level, and increasing purchases there- 
under, as compared to the previoiis year. 

Reduction In dairy farm prices and income has serious economic effecta on tbe 
agricultural economy of tbe State of Nebraska and, for that matter, on the total 
economy of the State. In 1966 Nebraska ranked IStb in the production of milk 
on farms among all the states. It ranked 4tb in the production of butter and 17th 
in American cheese. Total cash furm Income from the milk sold from Nebraska 
farms was $60.6 million In 1966. 

The great increase In imports of cheese outside tbe quotas established nnder 
Sec. 22 of tbe Agricultural Adjustment Act, particularly Colby cheese, has an 
adverse effect on U.S. cheese markets. Also, tbe extraordinarily heavy and grow- 
ing Imports of butterfat-sugar mlitures are replacing a significant portion of the 
milk from U.S. dairy farms that is normally used in the production of Ice cream 
and frozen desserts, and are forcing the utilization of tbe milk bo displaced Into 
utilization In the form of butter and nonfat drj* milk, thus increasing tbe supply 
and depressing the market for these commodities. 

Furthermore, these extraordinarily large Imports of dairy products also vitally 
affect prices for fresh fluid milk In fluid milk markets, since prices in snch 
markets are cloHely related to tbe price for manufacturing milk. Thus auch im- 
ports are vitally affecting all dairy market prices In the United States. 

It also Is obvious that, inasmuch as imports replace milk and milk products 
irom our own farms, they Increase the volume of purchases and the cost of con- 
ducting the price support program. 

I firmly believe that enactment of S. 612 would correct this situation, and 
would bring an end to the subterfuge and evasion of existing quotas established 
under Sec. 22 which have been discussed so thoroughly at this hearing by previ- 
ous witnesses. I am firmly convinced that the record of this hearing shows the 
inc^ectiveness of import quotas under Sec. 22 due to circumvention and evasion. 
S. 612 will give us the vehicle for positive and effective control of dairy Imports 
on an historical basis which is fair to foreign countries, and which would at the 
same time penult such countries and our own producers to know the volume of 
Imports that will be permitted, and thus both can malie their prodactlon and 
marketing plans on a sounder basis. S. <S12 also Is fair in that It would permit 
import quotas established under such legislation to change proportionally to 
changes In the U.S. market. Further, It would stop tbe unstabllizing effect of 
widespread evasion and circumvention of import controls established under 
Sec. 22. 

I urge this subcommittee to recommend S. 612 favorably to tbe full Committee. 

Senator Holland. Are there any other statements from Senators 
or House Members that desire to be presented at this time? 

If not, we will get back to Senator Harris this afternoon. 

In the meantime, the first witness appearing on our list of outside 
witnesses is Mr. Glenn Lake, president, National Milk Producers 
Federation, who will appear along with Mr. Dan Holtz, who is chair- 
man of the Import Control Committee of that organization, and Mr. 
Patrick B. Healy, assistant secretary of that organization. 

You may have seats up here, if you will. 

Senator Jordan. Mr. Chairman, I am sorry that I have to leave. I 
would like very much to stay, but I have another hearing that I have 
to go to, I will read all of these statements, because tney are very 
interesting and worthwhile. I am sorry that I cannot stay to hear 
them in person, I will read them. I am sure that they will be profitable 
to my thmking and will help me on this bill. 

Senator Holland. Thank you. Senator Jordan. 

Let us go off the record. 

(Discussion was had outside the record.) 

Senator Holland. On the record. 

We will be glad to hear from you now. 
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STATEMENT OF QJJESS LAKE, FBE^DENT, ASS FATSICK B. 
HEAL7, ASSISTANT SECRETAB7, NATIONAL HUE FBODTTCEBS 
FEDEEATIOH 

Mr. Lake. Mr. Chairman, and gentlemen, I am privileged to have 
this opportunity to testify in support of S. 612. 

My name is Glenn Lake. I am a dairy farmer of North Branch, 
Mich., and have devoted many years in efforts to improve marketing 
conditions for dairy farmers through cooperative marketing: My 
milk is marketed through the Michigan Milk Producers Association, 
an organization which markets approximately 3 billion pomids of milk 
per year on behalf of dairy farmers throughout Michigan and beyond. 

I am president of the Michigan Milk Producers Association. Also, 
I am president of and am testifying on behalf of the National Milk 
Producers Federation. 

Senator Holland. In order that the record may give us some re- 

fional information which we will need to have, how many milk pro- 
ucers are in the Michigan Milk Producers Association? 

Mr. Lake. 8,500. 

Senator Holland. Are they, in the main, so-called family-type milk 
producers ! 

Mr. Ijakb. Tes. So far as I know, Mr. Chairman, they are all 
family types. Now, some of the farms, of course, are larger than 
others and more of the family is involved, but I know of no farm 
which might be otherwise classified. There is no dairy farm that is 
a member that might be classified as a "corporation" type of farm. 

Now, there are fi,mily corporate farms, and this sort of thing, but 
I know of no member who is what I would call strictly a corporately 
owned farm, meaningoutside capital. 

Senator Holland. Do you have any figures that you can give us 
as to the average production or the average number of milkers in 
your group of producers! 

Mr. Lakk. I can give the average daily production, which I guess 
we could convert with a fair amount of accuracy into the number 
of cows. 

The average milk production per day of the members of our asso- 
ciation is approximately 1.10(5 pounds per day. And there is an aver- 
age production of somewhere around 30 pounds of milk per day. 
We could come up with the number of cows from that, and it would 
be somewhere about 35 approximately, as to the average number of 
cows per farm member. 

Senator Hou*\nd, Then, it is fair to say that your organization, 
one of the important ones in the Nation, is largely comprised of 
family-type dairy farms? 

Mr. Lake. Yes, sir; that is a fair statement. 

Senator Holland. All right, sir, proceed. 

Senator Young. May I ask a question? 

Senator Holland. Yes, sir. 

Senator Young. Mr. Lake, under section 22, the President of the 
United States can issue an Executive order which would take care 
of this situation without further legislation, could he not? 

Mr. Lake. Yes, he could. 

Senator Young. Would you give your reason why you are sup- 
porting this legislation then? 
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Mr. Lake. Well, I think the answer, for me, is very simple: 

Fir^, as has already been indicated in earber testimony by sevMnl 
Senators, the authority to act under section 22 has been tliere since 
the early fifties; yet, we have not seen adequate action taken. We 
have requested it, as we have testified on several occasions. So, we, 
therefore, feel that the long-range assurance that the dairy farmers 
can have is to have legislation which is sponsored by the Congress 
that specifically states now imports will be regnjlated. 

Mr.Healy says that he would like to say something along that line. 

Mr, IIealt. You know we have asked tlie Secretary of Agriculture 
to seek to have the contents of this bill currently before this committee, 
S. 162, published as a Presidential proclamation. This could be done 
under section 22. It is possible to control these items under section 22, 
but in the 14 years that we have tried to rely on it, tjie history has been 
very, very poor, enough that we feel, in our organization, that we just 
must come to the Congress and have some definite rules written whidi 
cannot be evaded. 

Senator Young. Section 22 has not been very helpful to the dairy 
industry over a long period of years. 

Mr, Healy. No, sir; not in any respect. 

For instance, you can see on this chart the quotas which are estab- 
lished under section 22. Those dotted figures down there (indicating), 
and everything else that came in evasion of those quotas. Unless we 
provide some type of top limit, we can expect this type of thing to go 
on, no matter at what rate we set the quotas under section 22. History, 
I think, has proved to us conclusively that it is totally unreliable. 

Senator Hoij-and, In other wordsj in this industry, the chances of 
evasion, because of the ease with which new mixtures may be created, 
has made section 22, though utilized on several occasions, not as effec- 
tive as it would be in an industry where that evasion would not be 



Mr. Healt, Yes, sir. 

Senator Holland. Where it would not be so easy. 

Mr. Healy. Yes, sir; that is correct. For instance, one of the major 
items is this "junex," about which Senator Proxmire and Senator 
MondaJe and others, as well as Senator Young, have spoken of here 
this morning, which was not in existence, did not exist, in any country 
as a product which was manufactured until the United States put a 
quota on butter oil. They merely manufactured it as something brand 
new to evade a quota which was established, which leads us to oelieve, 
of course, that no matter what kind of proclamation is issued, the 
ingenuity of man will figure a way to evade it. They have done it for 
14years. 

Senator Holi^nd. I think, in fairness to the Executive, we should 
have the record show how many times section 22 had been utilized l^ 
the Executive. Do you have the data on that i 

Mr. Healt. I do not have it with me. 

Senator Holland. As to the dain- products ? 

Mr. Healt. I do not have it with me, but we can provide it for the 
record. It is twice, I am told. 
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Senator Holland. I wish that you woiild provide that for the 
record. 

Mr. Hbalt. Yes, sir ; we will. 

Senator Holland. Kegardless of who did it and when it wae done, 
let us have that in the record. 

(The information follows:) 

Nattohai. Mile Pbobucbss Fedbkation, 

Washington, B.C., Mav $5, J»67. 
Hon. SrcssABD L. HtnAMno, 

Chairman, But>oommittoe oh As/rUmUitral Produoti/M, Marketing, and Stabilina- 
tion of Prices, Senate Committee on AgriouitUT^. Wathington, B.C. 

Z>CAX Settatox Hou.Am) : The purpose of this letter Is to fumiBb InforiDfttion 
Te<ineeted of witnesses tn their testimonr on behalf of the National Mtlk Pro- 
dncers Federation daring the recent hearings on S. 612, the "Dairy Import Act 
of 1067." The Information requested 1b set forth below and In the attachments 
to thiB letter. 

1. The nnmber of actions nndertaken nnder Section 22 of the Agricnltnral Ad- 
Jnatment Act by the Tariff Oommlssion with respect to dairy products Is listed 
cbronologlcally in the attached schedule. 

2. U.S. prodncUon and per capita consumption of American cheese, cheese 
other than American, and total cheese Is shown In the attached tables 1 and 2. 

3. Data for the years 1063 to 1966, showing Imports of cheese and butter by 
country of origin, are set forth in the attached tables 8 and 4. 

4. Data on Imports of cheese, by type, by conotry of orl^, and classifled aa 
to quota and non-quota Imports are shown in table 5. 

6. In regard to snbsldlzatlon of exports by foreign conntries, the nations ccm- 
pristng the European Economic Community have a comprehensive system of 
export subsidization as an int^ral part of their Internal system of structuring 
their market price within ttie Community. These countries, operating in concert 
through the BBC, establish target prices to producers for mili from farms. The 
target prices so established since the inception of the dairy regulations of the 
EEC on NoTember 1, 1064, are Included in the attached table 8. 

In order to implement these prices, EEC conntries establish what are known 
as threshold prices, meaning the minimum prices at which specifled dairy prod- 
nets may be imported. Variable tariffs are levied equal approximately to the 
difference between world market prices and such threshold prices. 

If supplies of dairy products accumulate within EEC countries at the price 
levels established, export subsidies are paid that are approximately equal to the 
difference between so-called "free at the border" prices and world market prices. 

The "free at the border" price Is approximately equal to the threshold price 
less the cost of transportation from within the country to its border or exit 
point, and thus, in moat instances, Is a few cents below the threshold price. These 
prices are shown tn the attached table 7. 

The amoont of the subsidy payable to exporters as an export subsidy Is ap- 
proximately equal to the difference In the price at which the commodity can be 
sold In world markets and the "frpe at the border" prices. 

The best hard information available is contained in Foreign Agriculture, 
pobllahed by the Foreign Agriculture Service, U.S. Department of Agriculture, 
on December 5. 1966, as follows : 

"Dutch Aoaih Bxduoe Botteb Expost Pbioe 

"Beveral recent actions by the European Economic Community and the Dntdi 
OoTenunent Purchasing Agency (GPA) are enabling Dutch traders to oftet 
butter and butter products for export at lower prices. 

"During the week ended November 18, the Dutch Intervention agency (QPA) 
annonnced an offer to sell nearly 7 million pounds of cold-storage butter to local 
processors and exporters at prices ranging from 60 to 62 cents per ponnd. This 
represents a reduction of 3 to 5 cents per pound In previously announced OPA 
olferii% prices. 
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"Two weeka earlier tbere was an increase in export subaidlea amounting to 1 
to 2 cents per pound. Tbe current export subfiidy for Zone III countries, which 
includes North America, is 43 cents per pound. The reduced Belting price and 
increased export snbsidy inake.s possible a 4- to T-cents-per-pound redaction in 
■their export price. 

"Before the most recent adjuatmenta, the calculated f.o.'b, butter export price 
lor Zone III countries was 22 to 24 cents per pound. The above price reduc- 
tion and subsidy increase makes It possible to offer bntter at a little under 20 
cents per i)ound. This is the lowest price at which butter has been arallable from 
the EEC since May and June, 

"In the case of melted batter or butter oil, the iiicrease in sabeidics bas been 
even sharper. Coupled with the reduced GPA selling price, the increased export aid 
made available for butter oil since late October amounts to about 8 cents per 
poond. The export subsidy for batter oil destined for Zone III countries cur- 
rently amounts to 53 cents per pound. After allowing for reprocessing and other 
conversion costs, It is estimated that butter oil could be exported to Zone III 
countries at around 25 cents per pound." 

The question as to the comparison between prices of butterfat and buttertat- 
Bugar mixtures can best be anawered by reference to the testimony of Mr. Holltz. 
He state*! that lits organization estimates that a manufacturer of ice cream fr<Hn 
butterfat-sugar mixtures has a coat advantage of about 7 cents per gallon of 
ice cream. A good rule of thumb !s that a gallon of ice cream contains V^ pound 
of .butterfat, although this naturally varies depending upon the butterfat teat of 
the ice creamproduced under different formulas. 

On this basis, and using U.S. average test of 3.7 percent butterfat test, tha 
advantage is about 62 cents per hundredweight of milk. 

8. We regret that we do not have "hard information" vailable In respect to 
the queetion as to whether users of butterfat-sugar mixtures In the manufacture 
of ice cream are, or are not, reducing prices to consumers. 

Most manufaoturers sell their ice cream to retail outlets, such as grocery 
stwea. Prices to l^em vary by variety from manufacturer to manufacturer, by 
type of label, and In addition, in respect to the formula used (i.e. whether high 
or low butterfat content of tbe flnislied product), so that It is practically impos- 
sible, or at the least very Impractical, to quote meaningful retail price changes 
for ice cream at the consumer level which are caused by the use of butterfat- 
sugar mixtures. 

In competing with other manufacturers In tbe sale of Ice cream to retail out- 
lets, our members report that they have lost many accounts of long standing 
because of price concessions made by plants which produce a pari or all of their 
Ice cream from imported butterfat-sugar mixtures. Retail prices may have been 
lowered by some retail outlets to some extent, but we have no data of an official 
nature that would serve to prove the ease one way or another. 

We would appreciate It If you would liave this information inserted in the rec- 
ord of the bearing on S. 812. 



. ..i-'flST B.M. Norton, 

^ Beoretarv, NatiOTMl MUk ProOucera Federation. 

Schedule A. List or Tabut Couuibsion Actioks 

(I) Quotas originally established effective July 1, 1953, by Presidential Procla- 
mation 3019. 
(o) Hearings held by Tariff Commission on May 4, 5, 7, and 8, 1953. 
(6) Tariff Commission reported recommendation to President Eisenhower on 
June 1, 1953. 

(c) Presidential Proclamation Issued June 8, 1953, effective July 1, 1953, was 
as follows: 

List I 

Article; (in"p""»rt") 

Butter 707, 000 

Dried whole milk 7, 000 

Dried buttermilk 496, 000 

Dried cream 500 

Dried skimmed milk 1.807,000 

Malted milk, and compounds or mixtures of or substitutes for milk 

or cream ' 6, OOO 

' AggreBate Quantity. 
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LUt II 

QuanMv 

Article: iHtpoundt} 

Cbeddar cbeese, and cheese and substltates for cbeew coataUUng, or 

processed from, Cheddar cheeae '2,780, 100 

Bdam and Qonda cheese '4,600,200 

BlD»-nM>ld (except Stilton) cheese, and cheese and aubstltntee lor 

cheese containing, or procesaed from blue-mold cheese * 4, 1S7, 000 

Italian-type t^eesee, made from cow's milk, in original loave s ( Romano 

made firom cow's milk, E^giatio, Parmesano, Frovolonl, Provolette, 

and Sbrinr) ' 9, 200, 100 

1 Aggregate qnantltj. 

(Other Items In the Proclamation were peanuts and peanut oil.) 
<2) Tariff Commission Hearing — iDTcetigation No. 6 under Section 22 of the 
Agricultural Adjostment Act. held May 10, 1055. 

The purpose of the hearing was to clarlfj' the meaning of certain provisions of 
Presidential Proclamation 3019 such as sheep's milk cheese and importation of 
Xtalian types in cut, rather than "original loaves," 

The Tariff Commission recommended no action, since evidence was not consid- 
ered sufficient for further modification of the quota under Section 22. 

The President accepted the recommendation and no action was taken. 
<3) TarifF Commission hearing on butter substltntes. including butteroil, con- 
taining 45 percent or more of butterfat. held January 15. 1957, Investiga- 
tion No. 14 under Section 22 of the Agricultural Adjustment Act. 

After the hearing, the Tariff Commission recommended a quota of 1.800,000 
pounds of butter substitutes, Including butteroil, containing 45 percent or more 
of butterfat. The Presidential Proclamation reduced the quota to 1.200,000 
pounds. 

(4) A TarifF Commlsison hearing on prohibiting further importi^ of articles con- 

taining 45 percent or more butterfat, Investigation No. 16 under Section 
22 of the Agricultural Adjustment Act was held June 11. 1957. 
A Presidential Proclamation, issued August 7, 1957, prohibited entry of such 
items, except (1) those already having a Section 22 quota, (2) cheese imports 
not restricted by Section 22 quotas, (3) evaporated and condensed milk, (4) items 
packaged for the retail trade, and <5) items containing less than 4.'j percent 
butterfat 

(5) In April, 1959. the Tariff Commission denied a petition from Importers of 

Edam and Qouda cheese to increase the quotas on such cheese. 

(6) A Tariff Commission hearing on modifying the import quotas on Edam and 

Oouda cheese and on Italian cheeae established by Presidential Proclama- 
tion 3019 was held November 23 and 24, 1959. 
By Presidential Proclamation Issued May 11. 1960, to take effect July 1, !960, 
the quota on Itatinn cheese was raised from 9^00,100 pounds to 11.500,100 pounds, 
and the quota on Edam and Gouda cheese was raised from 4,600,200 pounds to 
9,200.400 pounds. 

(7) A Presidential Proclamation Issued March 29. 1962, increased the quota on 

blue~mold cheese by 283.3.^S pounds for the quota year ending .Tune 30, 
1962, and by 850.000 for each quota year commencing July 1, 1962. 
This action followed hearing by Tariff Commission held July 18. 19, aud 20, 

1961, and report of the Tariff Commission to the President dated September 1, 

1961. in which the Commission made no recommendation to the President for the 

modification or elimination of the quota. 

<8) By Presidential Proclamatjon dated March 31. 1966, the eheddar cheese 
quota was increased 926..00 pounds for the quota year ending June 30, 
1966. under the emergency powers of the President under Section 22. Thus, 
the total Cheddar flieeiJe quota for the quota year ending June -TO, 1966. 
was 3,706,800 pounds. For subsequent years, tbe eheddar cheese quota 
reverted to the original quota of 2.780,100 pounds. 

<9) A Tariff Commission hearing was held April 28, 1966. In response to the 
direction of the President. The purpose of the hearing was to consider 
Increasing quotas on eheddar cheese. 
Subsequent to the hearing, the Tariff Commission has reported to the Presi- 

4lent, but such rejjort has not been made available Co the public nor has any 

action been taken thereon by the President, 
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(10) A Tariff Commission bearing was held Ma; 1^19, 1967, pursuant to dlree- 
tlon of the President, to investigate whether quotas should be placed on 
products Imported in evasion of current quotas. 
The foregoing summaty of Section ^ actions by the Tariff Oommiasion clearly 
Shows the following : 

(DThe original hearing on Section 22 quotas, lield May 4, 5,'7, and 8. 
1953, was the onl; hearing held strictly for the benefit of U.S. dairy farmert. 
It resulted in relatively small quotas aa shown heretofore List I and XJst II 
baaed on onr Imports of standard dairy items. 

<2) All other hearings have been very largely for the benefit of foreign 

countries and Importers, in that they were either (a) to increase exlattog 

quotas for standard items, such as Bdam and Oouda cheese, blue-mold 

cheese, Italian cheese, and cheddar clieese, or (b) to establish quotas on 

products used to circumvent and evade the establiafaed quotas. 

Hearings should not have been held to establish Increases in qaotas or place 

quotas on products Imported In evasion of circumvention of the quotaa. They 

shonld have been either denied entry under the original quotas, or imported 

subject to license under the established quotaa. 

It is to be noted that during practically the entire period since 1963, U.S. 
supplies of dairy products have been large, and the Commodity Credit Corpora- 
tion has purchased substantial volumes to support prices of mlllc and butterfat 
to U.S. dairy farmers. Therefore, there has been no need whatsoever to Increase 
Import quotas and imports to fill any unsatisfied consumer demand in tliis 
coantt7. 



v,„ 


Ch^se" 


other than 


TotBl, eU 


1960 


1,1« 

1:| 


182 
M7 


,178 





























eoan»: CompilKl Irom repocls ol the U.S. Depai-tmeiit ol Agriculture. 

Tabm 2. — Ohee»e — Per capital U.S. cUHlian consumption of American, other, anA 
all cheete, and per capita consumption of all cheese from commercial and 
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Tabls 3. — Oheet»—Importt bv cotmtry of origin, 196SS6 
(Id tbouunds ot pounds) 
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j. Deputment of Agriculture and Bureau of the Census, U.S. Department o( Conuneioe. 
Table 4.^Bvtter—Import» hy country of origin 196S-66 
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Sonrae: U.9. IWpaitnwnt o( Agrlcolton and Bureau of the Census, V.8. Department olCommeroe. 
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Source; Commodity Analysis Dranch. Dairy and Poultry DiTislon, Foreign Agdcultuie Seirrlce, U.S. 
D^artment of AgriCQlture, May 23, 1967 

Senator Mondalb. If I may interrupt, I would like to move at this 
point, that we also insert the language of section 22 which, by its terms, 
shows it to be a cumbersome and many-step procedure which is inap- 
propriate as to flexibility and swiftness for action as to those who seek 
to import into this country. 

Senator Holland, Without objection, the language of section 22 
will be inserted into the record at this point. 

(Section 22 referred to, follows : ) 

AOBICULTUKAI, Adjustuent Act OF 1933 

Sec. 22.' (a) Whenever the Secretary of Agriculture has reason to believe 
that any article or articles are being or are practically certain to be imported 
Into the United States under such conditions and In $ucta quantities as to 
reader or tend to render ineffective, or materially interfere with, any program 



also see. 202(b) of the Aerlcnltuial Act of le 
24, 1835 (49 Stat. 773). As orlglnnlly enacted 
let the Importations of any agricultural comm 



of 1856. Sec. 22 V 



] by the 
(I the Pre 
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«r operation undertaken uoder this title or the Soil Conservation and Domestic 
Allotment Act, as amended, or section 32, Public I^w numbered 320, Seventy- 
foarth Congress, approved Angnst 24, 1935, as amended, or an; loan, purcbaae, 
or oUier program or operation andertHken by tbe Department of Agrlcoltore, or 
any agency operating under its direction, witi rei'pect to any agricultural com- 
modity or product thereof, or to reduce eubstantially the amount of any 
product pracessed In the I'nited Statts from any agricultural commodity or 
pro<luct thereof witli respect lo which any such program or operation Is 
being undertaken, be shall so adTlse the President, and, if the President agrees 
that there is reason for such belief, the President shall cause an immediate 
investigation to be made by the United States Tariff Commission, which shall 
give precedence to investigations noder this section to determine such facts. 
Snch investigation shall be made after due notice and opportunity for bearing 
to interested parties, and shall be conducted subject to such regulations as the 
President shall specify. (7 U.S.C. 624(a).) 

(b) If, on the basis of snch Investigation and report to him of findings and 
recommendations made in connection thereivith. the President Bnds the existence 
of such facts, he shall by proclamation impose such fees not In escess of 50 per 
centnm ad valorem or such quantitative limitations on any article or articles 
which may be entered, or withdrawn from warehouse, for consumption us he 
flnds and declare)^ shown by such investigation to be necessary in order that the 
entry of snch article or articles will not render or tend to render inefCeetive, or 
materially interfere with, any program or <iperation referred to in subsection 
<a) of this section, or reduce substantially the amount of any product processed 
in the United States from any such agricultural commodity or product thereof 
with respect to which any snch program or operation is being undertaken: 
Provided, That no proclamation under tbis section shall Impose any limitation 
on the total quantity of any article or articles which may be entered, or with- 
drawn from warehouse, for consumption which reduces snch permissible total 
quantity to proportionately leas than ■'>0 per centum of the total quantity of such 
article or articles which was entered, or withdrawn from warehouse, for con- 
sumption during a representative period as determined by the President: And 
provided further. That in designating any article or articles, the President may 
describe them by physical qualities, value, use, or upon such other bases as he 
shall determine. 

In any case where the Secretary of Agriculture determines and reports to the 
President with regard to any article or articles that a condition exists requiring 
emergency treatment, the President may take immediate action under this sec- 
tion without awaiting the recommendations of the Tariff Commission, such 
action to continue In effect pending the report and recommendations of the Tariff 
Commission and action thereon by the I>resident.' (7 U.S.C. e24(b).) 

(c) The fees and limitations Imposed by the President by proclamation under 
this section and any revocation, suspension, or modification thereof, shall become 
effective on such date as shall be therein specified, and such fees shall be treated 
for administrative purposes and for the purposes of section 32 of Public Law 
Numbered 320, Seventy-fonrth Congress, approved August 24, 1935, aa amended, 
as duties imposed by the Tariff Act of 1830, but such fees shall not l>e considered 
as duties for the puri)Ose of grnnting any preferential concession under any 
international obligation of the United States. (7 U.S.C. 62-1 (c) .) 

(d) After investigation, report, finding, and declaration in the manner provided 
In the case of a proclamation issued pursuant to subsection (b) of this section, 
any proclamation or provision of such proclamation may be suspended or termi- 
nated by the President whenever he flnds and proclaims that the circumstances 
requiring the proclamation or provision thereof no longer exist or may be modified 



Presliieot Is now auth ., ..„, , ,, — 

fl^rkcuUural commodity Or product whenever he flnd«, pursuant to approprlat.. ^ „.. 

bj- the Tariff CooimiHsloQ, that Imports of such commodltj' or product adversely affect or 
ferlously threaten any program or operation undeptalceD bj the Department ol Agrlcultnte. 
The Secretary of Agriculture has the responslbilltr of advlalng the President regarding tbe 
need for action under fee. 22. In addition, the Secretnr.v of Agriculture Is charged with the 
reHponnlbllUy of det»rmlnlng thp need for emergency action under eev. 22 wltTi respect to 
uerlahable agricultural commodities. Presldenthd Eiecudve Order No. 7233. dated Novem- 
ber 23. 1B3S (19 CFR. (j 201. 204) contains tbe regulations governing Investigations und« 
this section. For statement of the policies and procedures of the Department of Agriculture 
In discbarglng Its leepunslhllitlee under fee. 22. see IT F.R. S2ST, T CFR, Fart 6 (Sep- 
tember 18. 1962). 

' Para^apb added by sec. 104 of the Trade AgreementB Bitenglon Act of 1903, 67 Stat. 
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>.) 

<e) Anj declaion of tbe President as to facts imdeT thla sectian Bhall be finaL 
(7D.S.C.a24(e).) 

(f)* No trade agreement or t^her International agreement heretofore or bere- 
after entered Into by tbe United States eball be applied In a manner inconsiHtent 
witb the requirements of this section. (7 U.8.C. 624(f }.) 

Senator Holland. I might say, from experience with the use of sec- 
tion 22 in other fields, that it is effective in some fields and it is ineffec- 
tive in other fields which has been clearly established by reason of the 
fact that dairy products are made not solely from milk but from 
various mixtures. 

All right, you may proceed, Mr. Lake. 

Mr. I^KE. Continuing with my prepared statement. The National 
Milk Producers Federation recently celebrated its half century of 
service to dairy farmers and their cooperative associations. It is the 
oldest and largest farm commodity group and the only nation-wide 
association speaking exclusively for dairy farmers and their coopera- 
tive associations. 

Cooperative associations affiliated with the Federation have farmer 
members in 49 States and do business throughout the 50 States of ihe 
Union. 

The federation represents the only nationwide consensus of dairy 
farmer thinking on national public policy. 

It is our view that legislation, as contained in the "Dairy Import 
Act of 1967," is the greatest need of dairy farmers today if they are to 
participate on any reasonable basis in our national economy, and if 
there is to be an adequate and stable flow of milk to meet the require- 
ments of our growing population. 

The National Milk Producers Federation is deeply appreciative 
of the -work of this subcommittee and of the Congress in providing 
legislation supplementing the efforts of dairy farmers and thrir co- 
operatives to improve their markets. 

The Federation has supported national legislation aimed at stabiliz- 
ing farm prices and developing orderly markets. These programs en- 
courage farmers to use their production techniques and to improve 
productivity. 

As an indication of increased productivity on U.S. dairy farms, you 
may be interested to know that milk production per cow increased 
60.2 percent since 1950. Since 1950, the man-hours required for 100 
pounds of milk have been reduced by 56 percent. 

Improved use of productive capacity of U.S. farmers has resulted 
in abundant milk and dairy products for consumers and for the feed- 
ing of the undeprivileged at home and to some extent throughout the 
world. 

The legislation provided by the Congress, in the main, has worked 
surprisingly well and in our opinion has been in the public interest. 
A part of the legislation provided by the Congress was intended to 
regulate imports effectively, section 22 of the Agricultural Adjust- 
ment Act. Section 22, however, has never been administered so that 

a of thlB Hubaec. (f) were subatttnted for the o: 
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daily farmers coald reasonably expect prices at parity levels in tiie 
marketplace. Parity prices to farmers is the goal of agncnltural legis- 
lation as was fortlier emphasized by passage of S^ate Concurrent 
ItesolutioD 88 last year. 

The National Milk Producers Federation has long been concerned 
with the tendency of the executive branch of the government, irrespec- 
tive of the political party in power, to enlarge import quotas and to 
permit the circumvention of such quotas as nave been established to 
re^plate the flow of imports. 

Dairy farmers last year were dumbfounded when they saw the farm 
price of milk going down as a result of the flooding of the market by 
an npsiirge of unauthorized imports. Dairymen, as you know, went 
through a decade and a half of rock-bottom prices because of surplus 
production, and in 1965 and in early 1966, this cubninated in the 
wholesale exodus of farmers from the dairy business. As a result, the 
supply of milk came into reasonable balance with market require- 
ments, and the farm price responded. It so happened, thoughj that the 
growth of imports, which mushroomed to unprocedentedly high levels 
m 1966, served the same purpose as surplus milk. The imports tipped 
tiie balance unfavorably between available supplies and market re- 
quirements. As a result, dairy product prices receded, and so did the 
prices paid dairy farmers. 

Section 22 of the Agricultural Adjustment Act came into being 
because it was realized oy the Congress that governmental efforts to 
enhance income to U.S. farmers would be of no avail if imports were 
allowed to enter the United States on an unrestricted basis. 

Prior to the time import quotas were first established for dairy 
products in 1953, under authority of section 22, the only commodities 
of significance which entered the United States from abroad were 
butter, Cheddar cheese, specialty cheese, and nonfat dry milk, tt^ether 
with some other commodities of lesser significance. 

For those not intimately familiar with the dairy business, it should 
be pointed out that all milk and dairy products are derived from two 
principal ingredients, butterfafc and nonfat milk solids. The same but- 
terfat may be used interchangeably, and consequently it makes no 
difference as ta the form in which (^iry products may be imported. 
Similarly, this is true of nonfat ndlk solids. Each pound of butterfat 
or nonfat milk solids imported as a dairy product has the same de- 
pressing effect on the market for U.S. farmers. 

The President of the United States by proclamation on July 1, 1963, 
established import quotas for Cheddar cheese, blue mold cheese, Italian 
cheese, Edam and Gouda cheese, butter, dried creanL malted milk, 
dried whole milk, dried skim milk, and dried buttermilk. The total of 
these quotas amounted to the equivalent of 189.4 million pounds of 
TTiillr annually. 

At the same time these quotas were established, U.S. fanners were 
plagued with surplus milk production, and the Government was pur- 
chasing sizable amounts of cutter, cheese, and nonfat dry milk in an 
effort to hold the farm price at the support level established under the 
Amicultural Act of 1949. 

The import quotas were scarcely made operative, however, before 
«xporters from abroad and importers withm the United States dis- 
covered that these quotas were easy to circumvent and that reprisals 
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hy the executive brunch of the Goveiiiiiieiit would not result from aiich 
circumvention. 

The first overt circumvention of established quotas in\-olve(i the 
splitting of "loaves" of Italian-type cheese entering the country as 
"split" loaves. The tug of war over cheese coiilimies to this dtiv, and 
imports have grown to such an extent as to make meaningless tlie im- 
port quotas est a,blisl\ed by law. 

The Cheddar cheese quota was established at 2,780,100 pounds an- 
nually in 1953. A teuiimrary increase of 926.700 pounds was granted 
by Presidential proclamation for the fiscal year ending June 30, 1966, 
for the purpose of stopping the increase in cheese prices in this country 
even though such product prices were necessary to sustain the farm 
price. The Cheddar cheese quota has since reverted to the 1953 quota 
level of 2,780,100 pounds. These imports are unrestricted even thourfi 
they amounted to a blatant circumvention of the quota for Chedcfer 
cheese. The imports of Colby cheese in 1966 were 46 million pounds, 
or more than 12 times the autliorized imports of Cheddar Cheese. In 
the first quarter of 1967, Colby cheese imports were 25.5 million pounds 
or at an annual rate of 102 million pounds, more tlian 36 times the 
annual quota established for Cheddar cheese. Bear in mind, if I gave 
jou a pound of Colby cheese it is highly unlikely you cou]d distin- 
^ish it from Cheddar cheese. 

Naturally, imports of Colby cheese, and the phenomenal growth in 
such imports, did not pass without challenge. The Federation for- 
mally requested the Secretary of Agriculture to initiate the procedure 
under section 22 to place quotas on Colby cheese, but our requests 
were never granted. 

The SecretaiT did recognize that such imports were damaging the 
market for U.S. dairy fanners. Instead of invoking the section 22 
procedures, however, he n^rotiated agreements with the principal 
suppliers, New Zealand and Australia, and later Ireland, to hold down 
their exports of Colby cheese to the United States. Other nations 
immediately started exporting Coll^ cheese to the United States, with 
the result that the voluntary agr^ments became inc^)eratiTe; Cur- 
rently, there are no quantitative limitations on imports of Colby cheese. 

There is a similar story concerning the circumventicm of the butter 
quotas, first as butteroil and now as mixtures of butterf at and sugar in 
combination with nonfat milk solids. 

The big increase in the importation of dairy products, in contraven- 
tion of quotas established by law, came about in 1966, and, as men- 
tioned, the farm price in the United States receded from its improved 
level beginning in September of that year. 

The Minnesota -Wisconsin manufacturing milk price series was at 
its high point of $4.34 per hundredweight iu September 1966. This 
series is an indicator of values for dairy farmers supplying manufac- 
turing plants and also is used as a basis for establishing fluid milk 
prices throughout a great part of the United States. By April of 1967, 
it had declined to $3.98 and no doubt would be considerably lower were 
it not for the floor established by the price support program. In recent 
months it has been necessary for the Government to step up its pur- 
chases of dairy products to hold prices even at support levels. Inas- 
much as imports displaced a market for U.S.-produced biitterfat and 
solids-not>fat, the current rate of Government purchases in reality 
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reflecta to a significant degree purchases of foreign-produced surplus 
and not of our own. 

I would like to point out lifre that tlie loss of marketing to the U.S. 
dairy fanners involved iu tliis fallback, and, of coui-se, replacement or 
displacement of the domestic product in the marketplace, of course, 
is a staggering loss to the dairy lariner. 

Senator Holland. May I ask a question here? 

What is the annual consumption of Cheddar cheese in the United 
States? 

Mr. Lake. Mr. Cliaitman, I do not know that I have got that per 
capita figure here. Maybe somebody could dig it up and supply it for 
the recora. I would make a guess, but that is not quite good enough for 
this kind of record. 

Senator Holland. I would prefei' to have it as exact as you could 
have it. 

Do you have it, Mr. Healy i 

Mr. Healt. Yes, sir. I can find it and put it in right at this point. 

Senator Holland. I will ask you to supply it for the record at this 
point. I think that the record should show the annual production of 
Cheddar cheese in the United States and the annual consumption of 
Cheddar cheese in the United States. We already liave tJie consumption 
of this new Colby cheese that is impoited. 

Might I ask one other quest ion ? 

Is there any Colby cheese manufactiii-ed in the United States, Mr. 
Lake? 

Mr. I-AKE. I cannot quote the quantity of it, but the answer is "Yes, 
there's Colby cheese manufactured." 

Mr. Healy. Mr. Chairman, I have found the figures requested now. 

The cheese consumption in the United States is 9.9 pounds per capita. 

Senator Holland. Is 9.9 pounds. Is that of Cheddar cheese? 

Mr. Healt. Of all cheese, most of wliich is Cheddar cheese. 

Senator Holland. How much does that come to in total ? It would 
be about 2 billion pounds ? 

Mr. Healy. Very near 2 billion pounds of all cheeses, most of which 
is Cheddar cheese. 

Senator Holland. We must have a far more accurate figure than 
that. 

Mr. Healt. We will supply that for the record. We have the pro- 
duction figures hei*. American cheese is 1,250 million pounds, 1,234,- 
500,000 pounds; other cheese, fi39 million pounds, which puts it at the 
2 billion total pound total production. 

Senator Holland. That is for the domestic production ? 

Mr. Healt. The domestic production ; yesj sir. 

And as to consumption, we have only in this document the disappear- 
ance which is 1,098 million pounds. 

Senator Holland. That does not include 

Mr. Healt. It does not include the defense— it does not include the 
relief feeding programs and the others. It is the civilian consumption. 

We will be very happy, Mr. Chairman, to put this all together and to 
provide it for the record. 

Senator Holland. I would hope that you will do so, because we 
ought to be able to find at one place in the record the full statistical 
information on this subject. 

(For in the information requested above, see p. ,'51.) 
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Senator Holland. You may proceed, Mr. Lake. 

Mr. Lake. I would like to point out for the members of the sub- 
committee the actual application to all of the farms, but, first, I wiU 
use my own farm, which is a family-type, three- family farms actually. 
We produce 5,000 pounds of milk a day on our farm. About 65 per- 
cent of the milk that we produce goes into the bottle or into class 1 uses. 
The other 35 percent goes into manufactured products. Our manufac- 
tured products' price, or the category of our production that goes into 
manufactured price is based on what is known in the system of Fed- 
eral orders as the butter powder price plus 10 cents, which means tiie 
price for the manufacturing category of milk which is based on the 
amount of revenue or yield from manufacturing milk — this price has 
declined in our southern Michigan market area by 38 cents per hundred- 
weight. So that, if we do a little arithmetic we come up with almost 
$200 a month in income to our farm. 

When we convert this over to the other dairy fanners of either 
greater or lesser size, we come up with a tremendous cost to the dairy 
farmers. Or to put it the other way around, we come up with a tre- 
mendous loss in income, and yet, on the other hand, the Government, 
as has already been indicated, has been purchasing tremendous quanti- 
ties of butter, cheese, and nonfat dried milk. In fart, in the last 4 months 
alone, $169 million worth has been bought, and, as was indicated by 
Senator Mondale, the total proiection for the year is greater, but to us 
this does not make any kind of economic sense. We have one segment 
of our economy being damaged severely. The taxpayers are called upon 
to pick up the tab for the cost of the imported products. 

We want to emphasize that this just does not make any kind of sensej. 
whatsoever. 

Senator Holland. It is just like the right hand in our Grovemment 
not knowing what the left hand is doing ; it looks like that, does it not ? 

Mr. Lake, That is one way of putting it, I guess. [Laughter.] 

I want to emphasize that point, that this does not make any kind 
of sense. 

Going one step further on that. The total milk equivalent production 
purchased by the Commodity Credit Corporation last year was 2.8 
billion pounds of milk which wag almost identical to the total milk 
equivalent of imports that came into this country. 

When the market broke in the fall of 1966, comitless numbers of 
dairy farmers lost faith, not only in the Government programs, but 
in the marketing system as well. They had been told for years that 
their prices would improve once they no longer were faced with sur- 
plus milk production of their own maldng. 

If dairy farmers are to depend upon the forces of the market to 
establish a satisfactory price, this cannot be done as long as the U.S. 
market carries the load of the world's surplus on its back. 

Farmers in the great majority, I am sure, would prefer to re'y on 
prices established in the market and believe that market prices should 
be above the minimum levels supported by the Government most of 
the time — that the supiwrt level should be the floor and not the ceiling, 

American farmers cannot pay U,S. wage rates and U.S. production 
costs and at the same time survive on minimum prices established 
under the support program. This was clearly evident in 1965 and in 
1966 when dairy farmers abandoned the business by the tens of 
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thousands. The total number of dairy farming units is at the lowest 
point on record, and the total number of dairy cows are fewer than 
at anytime in the 20th century, 

Umeas imports are brought under control, it is miite evident that 
prices will hover around the minimum support level. If greater sur- 
pluses developed with resultant increases in Government costs for 
price support as a result of imports, it is highly doubtful that the 
Department of Agriculture in future years would or could even main- 
tain farm prices m excess of the minimum level authorized by law. 
The U.S. dairy industry, thus, would wither and shrink. 

I think that we should note here that even at the current support 
level milk prices are substantially below the level needed to provide a 
good return to the dai^ farmers. 

Senator Holland. In other words, the support price in most areas 
of the country is the ceiling rather than the floor ! 

Mr. L&£E. It gets to be that. It gets to be a case where this is the 
price level across the country of manufacturing milk. 

I am sure that we can see, as I think Senator Mondale has noted, 
based on the statement of Secretary Freeman yesterday, that there is a 
possibility that substantially greater surpluses will be developed and 
that the Commodity Credit Corporation will be called upon to buy 
possibly tiie excess, which I believe the Secretary estimated at $312 
million worth of products, during this year 1967. It seems to me that 
if this continues, and if this is the result of imports, it is highly doubt- 
ful that the Department of Agriculture in the future years would or 
could even maintain farm prices in excess of the minimum level au- 
thorized by law. The U.S. dairy industry would thus wither and 
shrink and tens of thousands more dairy farmers would be forced out 
of business. Certainly, it is not in the public interest; it is not fair 
treatment of the dairy farmers. I would ask anybody ; What other 
group in the economy of this country would stand for this kind of 
treatment ! 

I would say to all that, "Certainly, the strongest economy in the 
world can do better for this very worthwhile segment of our economy, 
a very important segment." 

Since the practical result of import quota regulations, as adminis- 
tered under the authority of section 22, is to deprive farmers of an 
opportunity to realize a fair market value for their milk, it is obvious 
that new import control legislation is badly needed. This is why we 
strongly support S. 612, and believe it is imperative to pass it. 

The "Dairy Import Act of 1967" is designed primarily to establish 
reasonable limits as to the amounts of dairy products which may enter 
the United States. The bill specifies, as a base, the average annual 
quantities of butterfat and nonfat milk solid imports during the 5 
calendar years 1961-65. The limit would establish an overall quantity 
without regard to the products made from such butterfat and non- 
fat milk solids, and without regard to the country of origin. These 
matters can be handled as now, administratively. The quantities in- 
cluded in the base are representative of dairy products within quotas 
established under section 22, plus imports which have been in circum- 
vention of such quotas. The year 1966, however, was not included in 
the base because it could in no way be considered normal or upon 
which any reasonable person could r^y. 
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Under the bill, the President could nuthoiize additional imports 
in the national interest. If additional imports were admitted, iiowever, 
it would be necessary for the Government to remove from the market 
a corresponding quantity so long as milk prices to U.S. farmers were 
below the parity standard. This pi-ovision would givs the President 
any degree of flexibility which he may consider desirable in dealings 
with foreign governments, but the result would not be to disturb tne 
market stnictnre or the price level for American dairy farmers. 

Under the bill, there is a provision for an increase or decrease in 
import quotas to reflect changes in the total size of the market. The 
foreign and domestic producers would share market increases or de- 
creases on a proportionate basis. 

Most important, the new legislation would put an end to subterfuge, 
to the evasion of ^ablislied quotas, and to the price instability which 
results from the flooding of our market with subsidized surplus pro- 
duction from abroad. U.S. farmers and foreign producers alike would 
know the level of imports, and they could adjust to them in making 
their future plans. 

At this time, the Tariff Commission is holding hearings to review 
import quotas and to establish new quotas, if necessary. It can be ex- 
pected that quotas may be established for butterfat-sugar mixtures, 
Volby cheese and perhaps other products. Such action, though helpful, 
will not solve the problem. If these products are brought under regu- 
lation, we can expect the importation of other products or mixtures 
around such quotas. Again, we must remind ourselves the only effec- 
tive regulation is an overall quantity of butterfat and nonfat milk 
solids which may enter the country as would be accomplished with 
passage of S. 612. 

The National Milk Producers Federation strongly recommends 
passage of S. 612. We do appreciate this opportunity to appear before 
you and will gladly answer any questions that you may car© to ask. 

Senator Holland. Thank you, Mr. Lake. I wonder if the gentle- 
men accompanying you have anything to add? 

Mr. Lake. Mr. Holtz has a supplementary statement, if you would 
like to hear it at this time. 

Senator Holland. I will yield to Senator Mondale, if he has any 
questions to raise. 

Senator Mondale. I have no questions. 

Senator Holland. All right, Mr. Holtz. How long will it take you 
to deliver your statement ? 

Mr. Holtz, Twentv minutes. 

Senator Houland. iLet us go off the record. 

(Discussion off the recordT) 

Senator Holland. Back on the reoord. 

Mr, Holtz, would you care to place your statement in the record, or 
would you rather orally present it ? We would be glad to hear you, but 
I think if you are going to take the time you state, we will postpone 
hearing you until 2 o'clock this afternoon. 

Mr. Holtz, Could I enter my statement into the record, and tlien 
give me the opportunity to introduce a very important committee of 
the National Milk Producers Federation ? 

Senator Mondale, Before he does so, I would like to say that Mr. 
Holtz' statement is most important. He is the chairman of the Import 
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Control Committee of the National Milk Producers Federation. He 
has spent a ffood deal of his time in this work. 1 know that he can speak 
ably and well on this problem. I commend his statement to the reading 
of all committee members. 

Senator Holland. Suppose we ask Mr. Holtz now to introduce his 
committee so that their names will be in the record, and then let him 
proceed in detail when the subcommittee reconvenes at 2 o'clock this 
afternoon. 

Will that be agreeable t 

Mr. Holtz, Very agreeable. 

Senator Holland. All right, you may proceed, Mr. Holtz, and intro- 
duce the members of the committee. 

Mr. Holtz. I will i-ead the list of the members of the impoit control 
committee of the National Milk Producers Federation attending these 
hearings today : 

W. A. Bilbo, Magnolia, Miss,, of the Gulf Milk Association. 

Eldon J. Corbett, Colebrook, N.H., of the T'nited Farmei-s of N'ew 
England. 

Charles B. English, Urbana, Ohio, of the Cincinnati Milk Sales. 

David G. Gault, Austin, Tex., of Mid-Tex Milk Producers. 

Dave Henrj, Minneapolis, Mimi., of Land O'l^akes Creameries. 

Arthur Kirchoff, Ames, Iowa, of Iowa Dairy Products Association. 

Glenn Lake, Detroit, Mich., of Michigan Milk Producers. 

Gordon C. Laughiui, Seattle, Wash., of United Dairymen's Asso- 
ciation. 

Elmer Leanard, Georgetown, III., of Prairie Farms DaiiT. 

V. F. Ledford, Franklinton, La., of Gulf Milk Association. 

Leslie C. Mapp, Dayton, Ohio, of Miami Valley Milk Producers. 

H. G. Murray, Okhthoma City, Okla., of Central Oklahoma Milk 
Producers. 

Don Ommodt, Fargo, N. Dak., of Cass-Clay Creamery. 

E. E. Pedersen, Seattle, Wash., of the United Dairj'men's Asso- 
ciation, and vice president of the federation. 

P. L. Robinson, Jonesboro, Tenn., of Southeast Milk Sales, 

George Kupple, Sliawano, Wis., of Consolidated Badger Coopera- 
tive. 

Melvin Sprecher, Sauk City, Wis., of Wisconsin Dairies Coopera- 
tive. 

C. B. Williams, Comanche, Tex., of the Central West Texas Milk 
Producers. 

W. J. Grant, Omaha, Nebr., of the Nebraska-Iowa Non-Stock 
Cooperative Milk Association. Mr, Grant is also a vice president of 
the federation. 

Eugene Vandenbord, of the Dairymen's League. 

Fenton Murphy, of the Northeast Dairy Cooperative. 

James Click, Maryland- Virginia Milk Producers Federation. 

Truman Torgerson, of the Lake-to- Lake Cooperative. 

Albert E. Stratton and Lester C. Howard, of the Niagara Frontier 
Milk Producers Bargaining Association. 

Senator Holland. It certainly shows a \'ital interest of the dairy 
industry in this legislation. We appreciate your presence here. I am 
only sorry that we cannot hear individually from each of you; but 
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you will be available at 2 o'clock, Mr. Holtz, when we will resume iit 
this room. 

For the information of those who may be interested, these witnesses 
are also scheduled for today : 

Tony T. Dechant, president, Edwin Christianson, vice president, and 
Gilbert Rohde, National Farmers Union. 

Eueeene Vandenbord, first vice president, Dairymen's League Co- 
operative Association, New York, N.Y. 

Fred J. Greiner, executive vice president. Evaporated Milk Associa- 
tion. 

Are those gentleman al 1 here ? 

(Affirmative answers.) 

Senator Holland, We will be prepared to hear you this afternoon. 

At this point, we will insert mto the record a copy of the chart 
which hag Been exhibited here this morning. 

(The chart ref wred to follows : ) 

Milk E<)ui»[«ri 
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Senator Holland. The subcommittee will rise until 2 o'clock. 
(Whereupon, at 12 :16 p.m., a recess was taken until 2 p.m., this sam&- 
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AFTERNOON SESSION 

Senator Holland. The subcoDunittee wLU please come to order. 
I believe Mr. Dan C. Holtz is the next witness. 
We will be glad to hear you, Mr. Holtz. 

:STATEHEBT OF BAIT C. HOLTZ, CHAIKlUir, DfPORT OOHtBOL OOU- 
MITTEE, NATIOKAL vrn.V FBODUCEBS TEDEBATIOK, immE- 

A70IIS, Hum. 

Mr. Hoivra. Thank you, 

Mr. Chairman and members of the committee, it is a pleasure to 
appear before joa today to discuss the need for effective control of 
■dairy imports. We believe that the application of effective controls 
■on tne very rapidly increasing volume of imported dairy products is 
■one of the most important problems now facing the dairy farmer. 

&^ name is Dan C. Holtz, and I own and operate a dairy farm 
«t Hawick, Miim. I have the honor, and I am sure you will agree the 

Seat challenge, of being the president of Land O'Lakes Creameries, 
c, with headquarters in Mmneapolis, Minn. At present, I also am 
chairman of the Import Control Committee and a member of the board 
of directors of the National Milk Producers Federation. 

For many years I have been spending a great deal of my time in 
trying to improve the economic position of dairy farmers through 
expanding the efforts of farmers to help themselves through process- 
ing and marketing their products cooperatively. 

As a dairy farmer and president of the largest cooperative dealing 
in manufactured dairy products in the United States, I hope to M 
able to show you in some detail the importance of effective control of 
dairy imports as visualized by those of us who are right out on the 
firing line in the battle to improve the economic position of dairy 
farmers. 

liand O'Lakes Creameries, Inc., is a widely diversified organization. 
We manufacture and merchandise the entire range of dairy products, 
including butter, cheese, nonfat dry milk, ice cream, fluid milk and 
fluid milk products, and some speciality items. We also manufacture 
and handle feeds, fertilizer, seeds, dairy farm and dairy plant machin- 
ery, operate turkey processing plants, and are engaged in other activi- 
ties. Our brand, Ibelieve, is the only nationally advertised and nation- 
ally distributed brand in the dairy cooperative field. 

In these activities, we are able to observe at first hand how these im- 
ports affect the market for the dairy products we process and merchan- 
dise for our dairy farmer members. We come into direct competition 
with these products in our business. 

Before proceeding further we should bear in mind that dairy 

Eroduct e^wrts from many or the major dairy exporting coimtries are 
eavily subsidized. If prices in this country are reduced to meet the 
■competition of such cheap, subsidized products, foreign nations could 
reamly and easily increase the size of their subsidies. 

For example, the Foreign Agricultural Service of USDA, in its 
publication of "Foreign Agriculture" issued December o, 1966, took 
note of changes in the export price and increases in the export subsidy 
on butter. FAS states that on Kovember 18, 1966, the Dutch Govem- 
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ment announced a change in butter prices to local processors and ex- 
porters which "represents a reduction of 3 to 5 cents per pound." 

Also, 

Two weeks earlier there was an Increase in export subsidies amouating to 1 to 
2 cents per pound. The current export subsidy for zone III conntrles, which In- 
cJudPR North America, is 43 cents per pound. 

The above price reduction and subsidy increase makes it possible to offer butter 
at a little under 20 cents per pound. 

Now. let HB take the use of butter fat-sugar mixtures. This product 
from abroad is used primarily in the manufacture of ice cream. Land 
CLakes is not. one of the giants in the ice cream business in the United 
States, yet the vohime is large and an important outlet for our farmers' 
milk, both through our own stores and through other outlets. Kig'ht 
now, even though we are situated in the heart of the midcontinent dairy 
producing area, we meet the competition of these butterfat-sugar mix- 
tures througliout our territory. We know that our competitors in the 
ice cr«ira business are using this commodity in manufacturing ice 
cream. 

Our competitors who use butterfat-sugar mixtures have a significant 
price advantage in selling ice cream to consumer outlets. On the basis 
of tJieir knowledge of raw material costs, our people in charge of our 
ice cream operations tell me that, if we were to use these mixtures in 
place of cream from the milk of our own dairy farmers, we would save 
about 7 cents per gallon in costs alone. This would amount to a total 
saving of several hundred thousand dollars per year on our relatively 
small volume. 

But our business is to process, at the lowest possible cost, and to mar- 
ket, at the highest possible return, the milk of onr members. We are not 
in business to process and market the products of foreign dairy farmers. 
We have developed nationwide markets for the products manufactured 
from the milk of our dairy farmers through a very aggressive adver- 
tising and merchandising program. We actually spend milIi<Mis of 
dollars per year in advertising. 

But it should be obvious that, ei'en with this hard-hitting program, 
the very serious competition we meet from these low priced butterfat^ 
sugar mixtures makes it very hard for us to maintain our position. 
During the 6-month period October 1966 through March 1967, our ice- 
cream sales have declined from the comparable period a year earlier. 
This is the first time in history onr ice cream sales have shown a de- 
crease from the preceding year. Since Land Oljakes has been in ther 
ice cream business, our SEdes have shown a steady increase of about 5 
percent each year. We regret that these large-scale imports are depriv- 
ing our members of a market we have worked so hard to secure and that 
we are now being forced to divert some of the butterfat we normally" 
would use in ice cream to the butter tJium. We no doubt will have to sell 
a large share of such bntter to the Government under the price-support 
program. 

Discussion of this phase of the import, problem with my cooperative 
friends in other areas shows they also fiice the problem, and in some 
areas, such as the east and west coast markets, perhaps to a greater de- 
gree than we in Land O'Lakes. Further, I attended a meeting of dairy 
people a few weeks ago in Sioux Falls, S. Dak. The manager of a fine 
dairy cooperative in northwest Iowa, who had developed a large bi^~ 
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ness processing and seUins ice cretun base to ice cream manufacturers, 
told me he had lost half nis business to users of imported buttw^at- 
sugar mixtures and must divert the milk to butter and nonfat dry milk 
manufacture and sell the product to the CCC under the price-support 
program. 

We are not just crying wolf in this matter. The federation staff esti- 
mates that imports of Dutt«rf at-sugar mixtures, frozen cream, and 
condensed milk products last year were equal to about 13 percent of all 
the milk used in the manufacture of ice cream and frozen desserts in 
the United States. 

The imports of Colby cheese have similar effects on our markets for 
Cheddar cheese. Colby cheese is not under quota. Yet Colby cheese is 
highly competitive with Cheddar clieese. The heavy imports of Colby 
are having serious repercussions on our markets for cheese. This pro&- 
lem is important in Minnesota, which ranks third among the States 
in Cheddar cheese production, and is particularly important in Wis- 
consin where almost half of all the Cheddar cheese in this country is 
produced. A large percentage of the imported Colby cheese finds a 
market as processed cheese and thus Colby cheese also is taking sub- 
stantial volumes from this market. 

Grentlemen, we need effective controls over dairy imports. We need 
to have a system such as would prevail if the Dairy Import Act of 1967 
were enacted. Other witnesses have testified as to the manner in which 
this legislation will work. 

The alternative to failure to enact this proposed legislation will be 
continued erosion of our domestic market. It will cause much higher 
costs to the Government under the price support program. Also, it will 
deny our dairy farmers the opportunity of securing parity prices in 
the marketplace, and will condemn them to relying upon tne CCC 
for a substantia! portion of their market if they are to continue in 
business. 

Over the longer run, I believe the end result will be. a continued de- 
cline in dairy farms and milk production, so that in time we will have 
to rely upon imports as a major source of our supplies of dairy 
products. 

Perhaps there are many people who think that this would not be a 
bad thing, that, the butter market is sick, and butter production should 
be allowed to wither away. 

It is my opinion this would be very bad policy. We must bear in mind 
that butter production accounts for the use of almost one-half of the 
milk used in manufacturing dairy products in the United States and 
about one-fourth of all milk sold from U.S. farms. Further, a strong 
butter market is needed because butter is the dairy commodity in which 
milk in excess of sales in all other dairy products must be utilized if 
farmers are to have a market. 

If the approximately 30 billion pounds of milk equivalent used in 
butter each year is to lose its market, such milk will seek outlets in other 
dairy products with the result that they will all be dragged down to 
chaotically low levels, including fluid milk markets. 

I hope I can speak with some degree of practical authority in regard 
to butter. Land O'Lakes, through its strong nationwide advertising 
and merchandising programs, increases its butter sales practically 
every year. In total, however, the butter market is shrinking, and 
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while we have maintained and improved our position in tiie trade, many 
others have not. 

But Land O'Lakes must sell its butt^ in some reasonable relation- 
ship to whatever the ruling market price of butter may be throughout 
the country. Thus, when prices fall in the marketplace, the price whidi 
we receive also falls, and the prices which can m returned to dairy 
farmers for their milk falls. For example, the sharp decline in butter 
prices from the peak reached last September to its current level where 
it is about ejjual to the price support level, a decline due in large part 
to heavy daiiy product imports, has caused a reduction in prices dairy 
farmers receive for milk used in manufacturing dairy products of 
just about 40 cents per hundredweight. 

Senator HoLLArrD. Just right there, please. 

You speai of the sharp (fecline. What was the peak of batter prices 
reached last December, so that can appear in the record ? 

Mr.HoLTz. About 74 cents. 

Senator Holland. T4 cents a pound ? 

What do you say is its present level i 

Mr. HoLTz. About 66 cents. 

Senator Holland. AJl right, sir. 

Mr. HoLTz. All of these imports, by taking markets away from ice 
cream, cheese, and other dairy products, force the milk represented by 
such lost markets into the manufacture of butter. For example, in many 
of the areas in the United States today, butterfat that normally would 
be used in ice cream is going into butter. My friends in large fluid milk 
■oooperativee in the coastal sections of the United States advise me they 
are losing a maior share of their market for milk used in ice cream and 
are forcM to divert large volumes to butter manufacture, at greatly 
reduced returns to their producers. This increases the supply of nutter, 
reduces its price to the support level, and causes a general lovrering 
in price levels and the prices that can be returned to dairy farmers. 
Also, since fresh fluid milk prices in Federal milk marketing orders 
are set at a differential over manufacturing milk prices or must bear 
a reasonable relationship to them, fresh fluid milk prices also are vitally 
affected by these large-scale imports. 

In his discussion, Mr. Lake has given you detailed information as 
to the economic eif eot of these large dairy imports on dairy farmers and 
dairy markets. His discussion is certainly in line with the results as 
we have observed them in our operations in Land O'Lakes Creameries, 
Inc. 

In closing, I urge this subcommittee to recommend the proposed 
Dairy Import Act of 1967 to the full committee. 

I thank you very kindly. 

Senator Holland. Thank you, sir. 

I notice that whereas former witnesses have perhaps emphasized 
the cheese situation more, you in your statement emphasized the ice 
■cream situation more heavily. 

Mr. HoLTz. Well, I think we emphasize this to show that the butter- 
fat mixtures that are coming in also were taking the market away 
there, too. 

Senator Holland. Well, I am glad you did, because the information 
I had had before the hearing was that that was the worst part of the 
■picture — maybe I was misinformed — that that was even more serious 
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than the loss of the cheese market. I would like you to express your 
opinion on that question. 

Mr. HoLTz. Well, I am sura they are all very serious. I suppose we 
would probably lose more markets through the cheese, possibly, than 
we would through the butterfat mixtures. I may be guessing a bit. 

What would you say there, Jud ! 

8TAT£H£irr 07 JTJSSOH F. HASON, DICECTOB, ECONOMIC DIVISION, 
NATIONAL KJLK FBOSUCEBS FEDERATION 

Mr. Mason. Pricewise, the effect might be the reverse. 

Senator Holland. What do you mean, the reverse? 

Mr. Mason. The imports of butterfat sugar have a more severe 
impact uponprices because they replace a maAet for fresh cream. 

Senator H!olt.anp- In other words, the impact upon the ice cream 
manufacturing business and the use of milk for ice cream production, 
you think, is more severe than it is upon the cheese ? 

Mr. Mason. Found for pound, it is. 

Senator Holland. WeU, you can think about this and if you have 
any specific comment to make, you may add it to the record later. 

Thank you very much. 

Senator Monoale. Mr, Chairman, if I may have just one question. 

Senator Holland. Senator Mondale. 

Senator Mondale. Mr. Holtz, I want to commend you for your 
very fine testimony here, particularly for the information that you 
presented that relates to our o*n Minnesota dairy industiy. 

Doee the Land O' Lakes cooperative or the National Milk Producers 
have specific information on the sources of dairy imports, the volume 
and the rate of dairy imports by description ? Do you nave this laid out 
in pounds or somewhat in quantities so we will know a little more 
precisely the sources and amounts. 

Mr. Mason. We can give it to you by product. I think we can give 
it to you by country of origin. 

Seiiator Mondale. I think that would be helpful. 

Do you think so, Mr. Chairman i 

Senator Holland. I do. 

Mr. HoLTZ. Well, we will submit it. 

Senator Mondale. Then any information you might have for the 
record on the policies of dairy exporting countries in terms of export 
subsidies. Now, we have quite a bit of information here on the Dutch 
policy, by which they dropped the cost of butter more than half, in- 
cluding, apparently^ transportation to the United States. Do other 
countnee nave policies which verge on what you might call dumping 
of their dairy commodities^ 

Mr. Mason. We can get a limited amount of this information. 
Senator. 

Senator Mondale. Anything you have, I think, will be helpful to 
the committee. 

Mr. Mason. Liet me suggest to you that when you question the Gov- 
ernment witnesses, who would be the first source and the on© ws 
would have to take oar information out of, th^ might be able to give 
you greater detail than we could ever summarize ourselves. 

Now, We will try. 

( For the information above, see p. 31, ) 
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Senator Monhale. All right. Atij-tliing you have along this line, 
because I notice one of the deficiencies tliiis far in testimony, including 
my own, is that it is vetr general, except in tenns of the total pound- 
age of dairy imports. We are still speculating, it seems to me, at least 
on the basis of the record that we now have on, the sources, the rates, 
the quantities, the rate of increase in some amounts, and some of these 
patterns that might be helpful. 

Also, I think that part of the burden of our case, and I am acting 
in response to this, is to prove that what we are trying to get at here is 
dumping. Clearly, you look at the very fine example you nave here of 
the rate of imports. It is quite clear that there is a dramatic and almost 
revolutionary change. It is hard to believe that that is dictated simply 
l)y fair marketing. 

So, anything we can have along that line. Maybe part of it relates to 
Government policy such as those we have seen in Holland. 

I think the example, if I may say so, of Land CLakes, one of our 
great cooperatives, which remains loyal to its producers, continuing 
to use domestically produced butterfat for ice cream mix, losing about 
7 cents a gallon — that just can't continue. 

Mr. HoLTz. It just can't. 

Senator Mondale. You can't take that kind of a beating. We have 
to decide as a matter of national policy whether we want our dairy 
farmers to survive or not. 

Mr. HoLTZ. Senator Mondale, we have too many good, dedicated 
farmers to let them just wither aw^ on the vine. This just can't go on. 

Senator Mondale. That is right. This is just ridiculous. 

I have no further questions. 

Senator Holland. I think your suggestion. Senator Mondale, to 
make the record more specific is a very good one and a necessary one. 
We have already asked for more specific figures in some fields and, of 
course, we have yet to appear before us the witnesses of the Department 
of Agriculture and pernaps other c^cial witnesses whom we shall 
ask to furnish us with such dependable statistics as they have. And 
likewise, Mr. Lake this morning agreed to supply for the record some 
other specific facts which will be helpful to us. 

Senator Mondale. Perhaps, Mr. Chairman, we could a^ the staff 
to inform the Department of Agriculture of some of these statistics 
that we are looking for. 

Senator Holi-and. Yes, I will ask the staff to do that. 

I tliink yon know what it is we want — anything that shows as a 
matter of fact, what it is that we are talking about, how many pounds 
of what products have been brought in and what is the rate of in- 
crease, what is the impact upon the price structure of the manufactured 
products, and of the whole milk, what is the amount of milk produc- 
tion which have had to be purchased by the CCC, partly, or maybe 
largely because of this situation. All similar statistics which bear 
on this subject, please request them to be able to furnish them. 

Senator Sf ondale. Mr, Chairman, this is irrelevant to what we have 
discussed thus far, but I suspect that when we get into this, we are 
^ing to find that another element of this problem has been importa- 
tion of sugar, some of the Cuban sugar, in this ice cream mix. I do not 
know if we can ask the Department of Agriculture to explore that for 
us, too, but a lot of this ice cream mix has sugar in it. I think it may be 
coming in outside the quotas that we have established for the importa- 
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tion of foreign sugar. I do not know if they can come supplied with 
information on tl^t, but I think this is an element that needs to be 
explored. 

Senator Holland. Please advise the people in the Department that 
if they have facts bearing upon that problem, they also should furnish 
them. 

I should think if they furnish us with the actual poundage or ton- 
nage of imported products which contain sugar and of the percentage 
of sugar included, they certainly should be able to convert, that into 
the poundage of sugar which is brought in. 

Now, as to tlie source of that sugar, that might be a much more 
difficult problem to follow through on. At any rate, we are asking 
them for all helpful stntistics. 

Thank you very much, gentlemen. 

^For the information requested above, see pages 10 and 116. ) 

Senator Holland. The next witness is Mr. Tony T, Dechant. pres- 
ident, and his associates, Mr. Christianson, vice president, and Mr. 
Rohde in another capacity, with the National Fanners Union. 

It is nice to see you again, Mr. Dechant. I believe this is the first time 
we have had the pleasure of your appearing. We welcome you and 
hope we will be seemg you in the future. 

Do you have a prepared statement? 

STATEMEirr OT TONY T. DECHANT, FBESIDERT, NATIONAL 
rABMESS UNION 

Mr. Dechant. I do, Senator. 

Senator Holland. How do you care to proceed with it? 

Mr, Dechant. I think in the interest of time — it is a very short 
■statement^I would like to read it, and then have my associates present 
their statements, after which we will be glad to answer any questions. 

Senator Holland. You may proceed in the presentation of your 

Mr. Dechant. Before I proceed with the subject at hand, I want 
to say I had planned personally to appear before vour Subcommittee 
on Appropriations last week, but 1 went oi-er to (Jeneva for the final 
sessions there. I appreciate the courtesies extended my associates. 

Senator Holland. "We were glad to have them before us. 

Mr. Dechant. Chairman Holland, Senator Mondale, I am privi- 
leged today to appear before this subcommittee to make a brief state- 
ment in behalf of our organization in support of the Dairv Import 
Control Act of 1967, S. 612. 

I wish to make the jjosition of National Farmers Union as clear 
as possible at the outset. For several years we have called for action 
to end dairy imports which threaten our price support programs — 
both manufacturing milk and market order programs. 

Clearly, the more than 300-percent increase in imports of dairy 
products (milk equivalent) between 1965 and 1966 constitutes an 
emergency situation which threatens to destroy family farms produc- 
ing milk. We have lost far too many such fanns over the past 2 years — 
a loss from which we as a nation will never fully recover. 

We hope that the subcommittee and the full Senate Agriculture 
and Forestry Committee will take action promptly to approve this 
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legislation and to bring it to the Senate floor for action. It is essential 
to the preservation of family f wming in rural dairy America, 

Examining the fimires of the USDA for the number of farms classi- 
fied as "commercial dairy farms" — which means that no less than 50 
percent of the income on those farms must be derived from the sale 
of dairy products — there is found to be a 33-j>erc6nt acceleration in the 
rate of decline of commercial dairy farms in the last 2 years; these 
commercial farms declined at an average rate of 7 percent over the 
B-year period, 1959-64 but in the 2-year period 1965-67 (the years 
that imports have continued to rise dramatically), this percentage 
jumped to 11 percent or in human terms — as was spelled out several 
times this morning by several Senators — this country lost 148,000' 
commercial dairy farms in 2 years. 

This legislation is justified not only in the interest of raising inc<nue' 
but essential to the future of the Nation's dairy farmers and the 
dairy industry generally. Moreover, Farmers Union is seeking legisla- 
tive action to authorize direct payments which are urgently needed 
to increase still further income of dairymen. We would, of course, like 
to see this legislation expanded to include authority for direct pay- 
ments and urge you to consider the addition of such authority as 
proposed by Senator Eugene McCarthy and Senator Gaylord Nelson. 

I would call to your attention, Mr. Chairman, the fact that testi- 
mony that was presented to the U.S. Tariff Commission yesterday by 
my associates, Mr. Edwin H. Christianson, vice president, National 
Fanners Union and president of Minnesota Farmers Union ; Mr. Gil- 
bert G. Rohde, president of Wisconsin Fanners Union and a member 
of the Executive Committee of the National Farmers Union and 
myself, calling for action consistent with the provisions of S. 612. 
While we favor Tariff Commission action, we are convinced that a 
longer range solution of dairy imports can beet be arrived at through 
enactment by the Congress of S. 612. 

Mr. Chairman. I would now like to call upon my cowoiliBrs, Mr. 
Christianson and Mr. Rohde, to supplement my statement. 

Senator HoiiANix We will be very glad to hear them. 

Thank you, Mr. Dechant. 

Mr. Christianson ? 

STATEMENT OF EDWIK CSBlffTIAJSBOV, TICE FSESISENT, 
NATIONAL FAKHERS XFNION, ST. FAITL, UINN. 

Mr. Christianson. Senator Holland and Senator Mondale, I have 
a very lengthy statement, so I will just read a small portion of it and 
summarize it. 

Senator Holland. You wish the entire statement plaoed in the 
record, I take it? 

Mr. Ohbisteanson, Yes, sir. 

Senator Holland. It is so ordered. 

Mr. Christianson. I will ^ust go right on down and say, we regard 
S- 612 as a necessary and reasonable remedy for the dairy import 
problem, (^ving foreign supplies continued access to our markets, 
based upon shipments in the specified base period, and providing for 
a growth factor if domestic consumption grows. 
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We believe that adoption of S. 612 is important to ^ve the GoTera- 
3nent better tools to cope with sudden increases in imports as have 
hooded oQi mark^s smce the price improTement toc^ place last 
_year. 

S. 612 would provide an orderly procedure under which the Depart- 
ment of Agriculture could act mrectly, ri^er than deputding upon 
the slow cumbersome machinery of section 22. 

Even if used vigorously, section 22 haa some basic weaknesses in 
that it provides the opportunity for evasion by loopholes. A reaswi- 
aJble, blanket limitation would be much easier to administer and 
ifor all parties to understand and to abide by. 

The facts about extent of dairy imports are so well known by now 
■that they do not need extensive documentation. 

The imports have not only damaged farm income — they have caused 
;a resumption of CCC dairy product purchases on a substantial scale, 
:although not yet beyond the volume for which desirable outlets can 
be found, and ihey have significaptly reduced the volume of dairy 
products processed domestically from U.S.-produced milk. 

Adoption of S. 612, however, is not a cure-all in itself. It is only a 
part of an overall dairy stabilization program, aimed at maintaining 
a dwBestic source of supply of milk and dairy products. 

Such a domestic source of supply has been spelled out as the policy 
-of the Congress in section 204 of the Agricultural Act of 1954. 

This declaration, along with other policy statements establishing 
the goal of parity for agriculture, appear in the attached summary. 

It is dearfy the aim of the Congress that the Nation should have an 
^adequate dairy producing indmtry and that it should have a fair 
return on its labor and investment. 

To accomplish this will require more than iust adoption of S. 612. 

We respectfully suggest that, although otner dairy bills are not 
scheduled here today for consideration, 3iat the Dairy Import Act of 
1967 ought to be just one title of a package dairy bill. 

Other components of a dairy package bill ought to be we suggest 
authority for the Secretary of Agriculture to use production pay- 
ments in such support as may be extended, for purity standard to be 
applied to imported dairy products, and for the manufacturing milk 
parity to be revised to reflect fully tne increase in costs, or that other- 
wise use of the manufacturing milk parity be discontinued and sup- 
ports on manufactured dairy products be based directly upon rela- 
tionship with the all-milk parity. Attachments to this statement deal 
with these proposals. 

We urge this committee, therefore, to proceed with S, 612, but to in- 
corporate the production payment and other features suggested above. 

On the next page, referring to the point Senator Proxmire very 
■effectively made this morning, fluid milk is too perishable to import 
■great distances and would be very costly to procure in that manner. 

Then in the middle of the page, as more and more dairymen were 
pushed out of dairying by low income due to imports in 1966, domestic 
milk supplies contracted. 

This happened because manufactured dairy products, such as butter, 
■cheese, and nonfat dry milk, are the balancing force in the U.S. dairy 
■economy. Processed dairy products provide the outlet for more than 
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half of the Nation's dairy production and, importantly, absorb tlie 
reserve milk not needed for bottling uBe. 

Butterfat is a component of whole milk, butter, cheese, ice cream, 
dried whole milk, and condensed and evaporated milk. Butter is the 
economic shock absorber of the dairy industir. 

As long as there is demand for butter and a strong market, there is 
stability m the dairy industry as a whole. But, when the situation of 
butter and other manufactured dairy products is demoralized, there 
is trouble in the industry as a whole. 

Fluid milk markets depend upon a reserve of milk equal to 20 to 40 
percent and more above the actual day-to-day bottling needs to make 
sure that there will be enough when and where needed. 

Without a firm and reasonable market for milk going into proc- 
essed dairy products, the dairy industry finds itself, as t<way, in dire 
circumstances. 

With so many dairymen quitting because of the pressure of high 
costs and low income, both price and supply stability for consumers 
of dairy products is endangered. 

CONOREfiSIONAL DECLARATIONS ON MAINTENANCE OP A DOMESTIC BOtJECE 
OP MILK AND DAIHT PRODUCTa AND IN RELATION TO ACHIEVEMENT OP 
PAHirr POK AQRICDI/TCRAL PRODUCERS 

It is the policy of the Congress of the United States, as spelled out 
in section 204 of the Agricultural Act of 1964, that it is essential to the 
health and general welfare of the Nation to maintain a "dependable 
domestic source of supply" of high-quality milk and dairyproducts. 

Section 204 also declares it to be the policy of the Cfongress "to> 
stabilize the economy of dairy farmers at a level which will provide a 
fair return for their labor and investment when compared with the 
cost of things that farmers buy." 

The declarations of Congress relating to the achievement of parity 
for agriculture are so clear and so frequently reaffirmed as to leave 
no room for doubt or administrative confusion as to the intent. 

These declarations began with the Agricultural Adjustment Act of 
1933 and have been restated at several points in the intervening years : 

Agricultural Adjustment Act of 1933: The objective stated m the 
wst was to 

■ • • reestablish prices to farmers at a level wliieh will give agficultural 
commodities a purchasing power with respect to articles that farmerB buy, 
equiralent to the purchasing power of agricultural commodities in the base 
period. 

Agricultural Marketing Agreement Act of 1937 : 

It is hereby declared to be the policy of Congress, through the exercise of the 
powers conferred upon the Secretary of Agriculture under this Title, to establish 
and maintain such orderly marketing conditions for agricultural commodities 
In interstate commerce, as well establish, as prices to farmers, parity prices. 

Soil Conservation and Domestic Allotment Act of 1936 : 

It Is hereby declared to be the policy of this Act to secure • • • reestablish- 
ment, at as rapid a rate aa the Secretary ot Agriculture determjues to be prac- 
ticable and in the general public Interest, of the ratio between the purchasing 
power of the net inoome of persons on farms and that of the Income per person 
not on farms. 
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Agricultural Adjustment Act of 1938 : 

It is hereby declared to be the policy of the Coiigrcas • • ' for the purpose of 
* • • preseiring, maintaining and rebuilding farm and ranch land resources 
In the national public interest • ■ • to accomplish these purposes through • • • 
assisting farmers to obtain, insofar as practifuble parity prices for euch com- 
modities and parity of income, and as.'^isting consumers to obtain an adequate 
and steady supply ot such commodities at fair prices. 

Conunodity Credit Corporation Charter Act of 1948 : 

Sea 2. Cbeatios and Purpose.— For tiie purpose of etabiliziug, supporting 
and protecting farm income and prlc«ti, of a.ssisting in the maintenance of bal- 
anced and adequate supplies of agricultural commodities * • • and of facilitat- 
ing the orderly distribution of agricultural commodities. 

We lust took some excerpts here from the various ticts which docu- 
ment the policy of the Congress of the United States. 

Following that, we have au exhibit, no one benefits from the dairy 
decline, the business economy is hurt, the tax base is depleted, the 
pressure is placed elsewhere. Somewhere in the United States, an 
average of 170 farmers a day are quitting. 

The last sheet in this group says the parity equivalwit for manu- 
factured milk needs to be overhauled or eliminated. 

We appreciate the opportunity here, Mr. Chainnan. 'Diank you Tery 
much. 

(The complete statement of Mr. Christianson follows:) 

The Farmers Union again supports the adoption of the "Dairy Import Cwitrol 
Act," as we did in the preceding session of the Congress. 

The urgency Is even greater than It was a year ago. The exodus of farmers 
from dairying continues, as is pointed out in an attached sheet. 

The connection between the dairy imports and weakness of dairy farm prices 
is indisputable. 

Dairy farmers cannot hope to have strong prices in tie market — nor can they 
talie any meaningful action to raise prices unless the dairy Import loopholes 
are closed. 

Economists have calculated that, under existing conditions, each billion pounds 
of additional volume of milh depresses the market price by 2%. The impact of 
one billion pounds of imported milk equivalent is, if anything, more d^ressing to 
domestic prices than the same amount of increased domestic [OM^ductlon. Tills 
is because, by drawing on outside supplies, a handler or processor does not have 
to compete for the available domestic supplies. 

Based on the above formula, and we regard this as conservative, we estimate 
that prices received by producers of manufacturing milk would be about 20 to 30 
cents per hundred pounds higher than at present if the volume of dairy imports 
were at normal levels rather than at extremely high levels. 

Further, each additional billion pounds of milk imports, above the level of 
1966, will result in another weakening of domestic prices on manufacturing 
milk by 8 to 10 cents per hundred pounds. 

We regard S. N2 as a necessary and reasonable remedy for the dairy import 
problem, giving foreign supplies continued access to our markets, based upon 
shipments in the specified base period, and providing for a growth factor If 
domestic consumption grows. 

We believe that adoption of S. 612 is Important to give the government better 
tools to cope with sudden Increases In imports as have flooded our markets 
since the price improvement took place last year. 

S, 312 would provide an orderly procedure under which the Department of 
Agriculture oould act directly, rather than dep^idlng upon the slow cumber- 
some machinery of Section 22, 

Even if used vigorously. Section 22 has some basic weaknesses in that it pro- 
vides the opportunity for evasion by loopholes. A reasonable, blanket limitation 
would be much easier to administer and for all parties to understand and to 
abide by. 
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The facts about extent of dairy Importa are bo well known bj now that ther 
do not need estenslve docimientatlOD. 

The Imports have not only damaged farm income — they have caused a remimp- 
tloD of ceo dairy prodact purchases on a substantial scale, although not 7et 
beyond the volume for which desirable outlets can be found, and they have 
significantly reduced the volume of dairy products procesaed domestically from 
D,8.-ptoduced milk. 

Adoption of a. 612, however, is not a cure-all In Itself. It Is only a part of an 
overall dairy stabilization program, aimed at maintaining a domestic souice of 
supply of milk and dairy prodacts. 

Such a domestic source of supply has been spelled otit as the policy of the 
Congress in section 201 of the Agricultural Act of 1964. 

This declaration, along with other policy statements establishing the goal of 
parity for agrteuitnre, appear in the attached summary. 

It Is clearly the aim of the Congress that the nation should have au adequate 
dairy producing Industry and that It should have a fair return on its labor and 
investment 

To accomplish this will require more than Juat adoption of S. 612. 

We respectfully suggest that, although other dairy bills are not scheduled 
here today for consideration, that the Dairy Import Act of 1967 ought to b© 
just one Title of a. package dairy bill. 

Other components of a dairy package bill ou^t to be, we suggest authority for 
the Secretary of Agriculture to nee production payments in such sufqport as may 
be extended, Cor purity standard to be applied to imported dairy products, and for 
the manufacturing milk parity be revised to reflect fully the Increase in coats, or 
that otherwise use of the manufacturing mUk parity be discontinued and sup- 
ports on manufactured dairy products be based directly upon relationship with 
the all-milk parity. Attachments to this statement deal with these proposals. 

We urge this committee, therefore to proceed with 9. 612, but to incorporate 
the production payment and other features suggested above. 

It is recognized in the Congress and by thoughtful citizens that a dependable 
supply of fresh milk at fair and stable prices for American consumers Is depend* 
ent completely upon domestic dairy producers. 

Fluid milk Is too perishable to import great distances and would be very costly 
to procure in that manner. 

A milk pipeline from Western Enrope would not be feasible — neither would it 
be practicable for a dairy deliveryman to make the trip back and forth from 
Australia or New Zealand to U.S. mainland markets. 

Foreign suppliers, who are ready enough to send their processed dairy prod- 
ucts into the American market, are In no position to supply the fresh milk needs 
of American consumers. 

Manufactured dairy prodncta, however, can readily be shipped great distances 
and they are being imported In large volume. 

However, rather than relieving the pressure on domestic fluid milk supplies, 
these Imports are causing very severe complications and endangering tbe ability 
of Increasing numbers of U.S. dairymen to continue In business. 

As more and more dairymen were pushed out of dairying by low Income due 
to Imports in 1966, domestic milk supplies contracted. 

This happened because manufactured dairy products, such as butter, cheese 
and nonfat dry milk, are the balancing force in the U.S. dairy economy. Processed 
dairy products provide the outlet Cor more than half of the nation's dairy pro- 
duction and, importantly, absorb the reserve milk not needed for bottling use. 

Butterfat is a component of whole milk, butter, cheese. Ice cream, dried whole 
milk and condensed and evaporated milk. Butter is the economic shock absorber 
of the dairy industry. 

As long as there is demand for butter and a strong market, there is stability 
In the dairy industry as a whole. But, when the situation of butter and other 
manufactured dairy products Is demoralized, there is trouble in the industry as a 
whole. 

Fluid milk markets depend upon a reserve of milk equal to 20 to 40% and more 
above the acttial day-to-day bottling needs to make sure that there will be enough 
when and where needed. 

Without a Arm and reasonable market for milk going into processed dairy 
products, tbe dairy industry finds itself, as today, in dire circumstances. 

With so many dairymen quitting because of the pressure of high costs and low 
Income, both price and supply stability for consumers of dairy products Is 
endangered. 
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It's tbe 011I7 method of farm Income support which can Btre&stheii farm Income 
At the same time as It ma lata Ins prodnctlTe capadty, mromotea coaBumptlon, 
jninimlww competition from anbatltatea. reduces iH^essore of imports. 

Direct paym^it support programs liave recentl; been soccessfuilr ad^rted 
to tbe cotton, wheat and feed grains commoditr programs. Direct parments 
have worked eOectivelT for manz rears in the sugar and wool {»ogramB. 

USDA needs new legislative authority so that It can use direct paym^its In 
^plementing daliy supports and also so tliat It can provide a snKMrt level 
above the current peak of 90% of parity. 

It is proposed that the Secretary of Agriculture should have tbe same option 
.ol discretionary authority to use direct payments as Is now [ovrided for feed 
grains. A relatively short and ^mple bill could give UBDA this authority. 
yarmert Vnton recommendr 

At the recrat 66tb annual convention of National Farmers Union held In 
Oklahoma City, the delegates recommeoded : 

"To enable farmers to stay in production, meet demands and keep pace wltli 
rising costs, we urge • • • legislation to authorize USDA to make direct pay- 
fnentB to producers of manufacturing milk to bring tbetr returns to 100% of 
parity on a family farm level of production. I^e basic formula price in Federal 
jnllk orders sbonld be increased in an amount equal to the direct payment 
so that the income from aU milk, whatever Its disposition, Is thereby Improved." 



dCoKOBESSioNAL Declakations on MAiNTENAncE OF A Domestic Source of Milk 
AND Daiky Products »sd is Relatioi^ to Achievement of Pabitt fob Aobi- 

CULTURAL PBODUCEBS 

It is the policy of tbe Congress of the United States, as spelled out in Section 
204 of tbe Agricultural Act of 1054, tbst It la essential to tbe health and gen- 
£ral welfare of the nation to maintain a "defendable domestic »aurce of »upft^' 
of high quality milk and dairy prodocta. 

Section 2M also declares it to be tbe policy of tbe Congress "to stabilize tlie 
economy of dairy farmers at a level which will provide a fair return for their 
labor and Investment wben compared with the cost of things that fannera buy." 

Tbe declarations of Congress relating to the achievement aC parity for agri- 
«vlture are so dear and «o frequently reafirmed as to leave no room for doubt 
,or administrative ooo^usion as to tie intent. 

These declarations began with the Agrlcnltural Adjustment Act of 1033 and 
have I>een restated at several points in the intervening years ; 

AOTicvUural AAjuatment Act of 19SS. — The objective stated in the Act was to 
-"reestablisb prices to fanners at a level which will give agricultural commodities 
A purchasing power with respect to articles that fanners btiy, equivalent to the 
purchasing power of agricuiturai commodities Id tlie base period." 

Agricultural Marketing Agreement Aot of 13S7.~"lt is hereby declared to be 
the poli(T of Congress, through the exercise of tbe powM^s conferred upon the 
Secretary of Agriculture under this Title, to establish and maintain such orderly 
marketing conditions for agricultural commodities in interstate commerce, as 
will establish, as prices to farmers, parity prices." 

Soil Conservation and Domestic) Allotment Act of 1936. — "It la hereby declared 
to be the policy of this Act to secure • • • reestablitduuKit, at as rapid a rate 
as the Secretary of Agriculture determines to be practicable and in tbe general 
pid>lic interest, ot the ratio between the purchasing power of tbe net Income of 
persons on rarms and that of the Income per person not on farms." 

Affrioalttirai Adjustment Act of J9SS. — "It la hereby declared to be the policy 
at Oio Congress • • • for the purpose of * * * preserving, maintaining and 
rebuilding farm and ranch land resources In tbe national public Interest " • • 
fe accomplish these puipoees tturough • • • assisting farmers to obtain. Insofar 
as practicablet parity ^ces for such commodities and parity of income, tind as- 
sisting consumers to obtain an adequate and steady supply of such commodities 
at fair prices." 

CommodOf Credit Corporation, Charter Aot of 19i8. — "Sec. 2. CSeation acjh 
PoBTOSBS. — For tlie purpose of stabilising, supporting and protecting farm in- 
come and prices, of assisting In the malntmance ot balsmoed and adequate sup- 
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plies of agricultural commoditlee • • * aod of fadlitating tlie orderly dlstxlba- 
tion of agrlcultnral (H>mmoditieB." 

Agricultural Act Of 1948. — " 'Parity', as applied t» Income, shall be that gioea 
income from agriculture vrMcli will provide the farm operator aad Ills family 
with a standard of living: equivalent to those afforded persons dependent upcm 
other gainful occupation." Also, "Through the exercise of the powers conferred 
upon the Secretary of Agriculture under this title, to est&blieh and maintain suclk 
orderly marketing conditions for agricultural commodities in interstate com- 
merce as will establish, as prices to farmers, parity prices." 

Agricallural Act Of 19S1. — "It is hereby declared to Ite the policy of Congress 
to afford farmers the owwrtunlty to achieve parity of Income." 

Food and Agrioalture Aot of J96'5.— "To maintain farm income, to stabilize 
prices and assure adequate supplies of agricultural commodities * * * to afford 
greater economic opportunity in rural areas." 

Senate Concurrent Renolution 88, 1906. — "It is the sense of Congress that the 
provision of the Agricultural Act of I&IS shall be construed, as Congress Intended, 
as applicable to all agencies of Government, as well as to the Secretary of Agri- 
culture, and that no action be taken by any agency of Government for the pur- 
pose of preventing, or the likely result of which will be to prevent, the price of 
an agricultural commodity .selling below parity from rising to parity." 

It Is obvious, from the foregoing and particularly from the Agricultural Act 
of 1938, that the Congress haw offldally determined that parity prices are at the 
same time desirable for farmers and fair to consumers. 

We And no authority, anywhere In the statutes, for any agency to manipulate 
the level of Imports for the purpose of reducing farm prices lelow parity, or pre- 
venting their rise to parity levels. 

No One Benefits Fbom the Daiby Decline 

Testimony from all parts of the nation indicates that the net returns to dairy- 
men are not snfflcleut to make operatitms profltaUe and to keep dalrym^i in 
buslnesa 

This Is true both of producers who supply fluid markets and those whoee pro- 
duction goes into manufactured dairy products. 
The tmtineat economy ia Kurt 

The dairy industry should be a growth Industry, Both fannera and dairy plantSi 
however, have been and are In a cost-price sgueeee. 

At the same time that the IndnstiT has been fighting for smrival, ft has been 
losing ground in the effort to hold per capita consumption ot dairy products and 
to compete with substitute products. 

The dairy Industry, long the backbone of many rural commundtles ajid trade 
centers, has had difficulty holding Its own. 
The tam hate is depleted 

A typical dairy farming operation has an investment in land, buildings, equip- 
ment and dairy cattle of anywhere from $40,000 to $75,000 and more, 

A dairy farm of ttds kind is an Important Industry in Itself and a significant 
part of the local tax base. When a daiiy farm cea»es operation, ev&a. If the land 
continues to becr<^^>cd, there Is a diminution of the local tax base. 
Pretgure is placed upon heef prices 

There are complex inter-relationship between the dairy and beef Industries 
and some tendency of farmers to shift from one enterprise to the other accord- 
ing to which may appear more promising. 

When dairying Is unfavorable either on Its own merits or in relation to the 
profitability of beef production, the tendency is for farmers to ctill their herds 
closely and sell poorer producers In the beef market. When a dairyman quits dairy- 
ing, some of the animals may go to another dairy farmer, but often some end up 
In the slaughter market. 

Since 1960, the number of milk cows on farms has decUned by i-S million head ; 
while the number of heef cotos on farms has gone up by 8.S million head. 
S'irplii.'t of feed acreage is increaged 

Each dairy cow consumes the feed grains and hay from about tiree acres of 
land. A rednctlon in the milk cow population therefore requires new outlets to be 
found for the pntdtictlon of three acres per cow. 
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The reduction aUiee 1980 of 9 mflliMi In the namber of milk cows on Canos 
iaa therefore pushed aboot 27 mlUion acres of feed grains and hay onto the 

Bomewhere in the VSA, an average of 110 farmers a iay are ttuitting; 125,00% 
iairi/men have quit in t veari 

The number of farms selling milk or cream today la the smaUest at any tlm» 
in this century. likewise, the numher of milk cows on farms Is the smallest 
Blnce 1900. 

As of Jan 1, 1967, the number of farms marketing milk or cream totals only 
about 500.000— this compares with ©18,000 in 19«4, 1,017,000 in 1958, and 2,070.000 
In 1950. 

The number of milk cows and heifers two years old and older kept for milk 
is now estimated at about 15,200,000— which compares with 17,647,000 in 1904, 
20,132,000 in 19ri9 and 23,853,000 in 1050. 

The esodus of farmers from dairying Las by no means come entirely from the 
ranks of small, marginal or sideline dairymen— many full-time commercial dairy 
farmers with good equipment and with herds of 30 to 40 cows have discontinued 
dairying in the past two years. This decline in the number of full-time dairy farms 
has not brought any apparent solutions to the dairy situation. 

As compared wili 1950 — 

Total annual milk production !b up by i bilUon pounds. 
Per capita milk production is doum by 185 pound* annually. 
Per capita milk consumption is doicn Itl pounds annnally. 
The proportion of milk supply used for fluid use Is dovm by 9.1%. 
Net income is still insufficient on dairy farms. 
Whff dairvmen are quitting 

Aecordiug to the USDA study on "Farm Coats and Returns" on typical farms, 
the return to operator and family labor, after charge for capital at current in- 
terest rates, on a per hour basis In 1965 was 40 cents In the Central Northeast; 61 
cents an hour lu Western Wisconsin : and 4ldt per hoor in S.E. Mlnnesctfa. 

The same study reported that on Uie basis of return on investment the return Is 
very low. Figuring the operator and family labor at the wage rates paid to hired 
labor, the return per $100 invested was $1.75 in the Central Northeast; 15 c^its 
in Western Wisconsin ; and 71 cents in S.E. Minnesota. 

Low income and high costs are the reasons why dairymen cannot continue. 
Paritp equivaleni for manufactiiriyig milk needx to he overhauled or eliminated 

Parity for manufacturing milk sbould be calculated in such a way as to 
accomplish the objectives of the Agricultural Act of 1949. 

I>alrymen use large amounts of labor, land, feed grains, forage and capital. 
They pay substantial taxes. Parity prices for milk used in manufactured dairy 
products should rise in line with the prices of these coat factors. 

The so-called parity equivalent for manufacturing milk is an administrative 
tool, devised to meet conditions prevailing in 1949, It lias no statutory baris. 
When it was placed Into operation, manufacturlnR milk average prices bore a 
relationship of 88.5% to the average price of all milk wholesale. 

Beginning in 1054, a new method of calculstiug the parity equivalent wea In- 
troduced, which had the effect of widening the .spread between the all-milk parity 
and the manufacturing mltk parity. As a result of this formula, the ratio has 
slipped steadily : 

Ptretnl Percent 

1954 84,1 1961 79.7 

1955 83.7 1962 ^ , 79.1 

1956 83.3 1063 78.4 

H»7 82.2 1964 ., 78.1 

1958 81.2 1085 77.9 

1959 80.2 1966 . i- J 78.0 

1960 80.0 ; 

The spread between the manufacturing milk parity and the all-milk parity has 
grown from a differential of 50« in 1950 to $1.00 in 1960 and to S1.26 in 196ft 

Actually, the relative coat of producing miJk, as between fluid and manu- 
facturing use, has narrowed over the years, but the method of caJculatina the 
manufacturing milk parity has acted as if just the opposite wen true. 
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All-milk parity ^ioes liave reflected the increase la dalrj costs, rUing tram 
14.82 per bundred pounds in 1950 to $5.82 at the present time. The mauufactaring 
milk parity has not made a corresponding adjustment. 

OongreBs should direct that either the system of calcalating tlie manufacturing 
milk parity be revised to fully reflect increases in farm costs — or otherwise, it 
should direct that the support level on manufacturing milk be based upon the all- 
milk parity. 

Senator Holland. I notice tliat both of you gentlemen from the 
Farmers Union make a supplemental x>oint that you make, with ref- 
erence to the desirability oi adding produoticm payments. 

Do you think that the application of that system to a commodity as 
perishable as this is would be practical ? 

Mr. Christianson. Yes, we do. 

Senator Holiand. It has always been my view that it was not 
deeiirable as applied to perishable commodities such as fruit and ber- 
ries, vegetables, poultrf, or livestock generally — beef, lambs. I have 
thought that our experience in the handling of those highly perishi^le 
products made it rather clear that in the main, they are uncontrollable 
as to their amount, in the main, they therefore would be a very poor 
subject to support of production payments as compared with articles 
which can be controlled within reasonable limits. 

I am just wondering what your thinking was on that point. 

I remember that the Farmers Union witnesses, as long ago as when 
we were having hearings — I do not remember what year, wlien we 
traveled throu^ the country—maybe that was 1949 or 1950 — at that 
time were arguing for production payments covering all types of 
agricultural production, both the perishable and the nonperishable. 

Do you still hangto that type of thing ? 

Mr. DscHANT. We are consistent. We are still of tJiat opinion. We 
feel that the farm income being where it is today, this would be the 
most direct, the best way to put mon^ into the hands of the farmers, 
that certainly, it would minimize competition from substitutes, wliich 
is one of the problems we are facing today. I think it would reduce the 
pressure of impofrts. 

It would put inome into the pockets of the farmer and this is what 
has to happen in terms of the dairy farmer, because as witness after 
witness today has spelled out, we are hurting in agriculture and we 
are hurting particula rly on the dairy front. 

Senator Holland. Well, so far as the imported dairy products are 
concerned, you can, by a quote system, control the amount that is 
brought in, to that degree, control the amount of the products that are 
to be marked for use by our public. That does not apply if you add to 
this particular bill, which I can gladly support, the production pay- 
ments feature, Vhioh I think woiud tend to get the production out of 
hand very quickly. And certainly, it is a much more questionable proce- 
dure ana would meet with much larger opposition, not only by the 
Eublic generally but from various farm groups whkh will support this 
igislation in its present form. 

You gentlemen, of course, have a right to urge and support anything 
you would like, but I would hope tiiat you would not let your en- 
thusiasm get too far overboard on this, because I tiiink it would break 
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up very largely the rather united support jou have in this committee 
and I Deliere you have it from the Senate and the Congress if joa 
added this other feature. 

So, I hope you will control your enthusia,sni. 

Mr. Dbchant, Well, it has been running for many years, Senator. 

Senator Hm-land, Thank you very much. 

Senator Mondale, did yoii have any questions ? 

Senator MoNDALB. Yes. 

Mr. Chairman^ I want to comm^id President Dechant and Vice 
President Christianson for their very fine testimony. I happ^i to be 
a cosponsor of a. direct payment proposal. 

I think, Mr. Chairman, one of its features, which has not been 
brought out, since we have not had hearings on the proposal, is that 
tied into the direct payment ought to be a production control mecha- 
nism, which we do not now have in dairy. But I think (h» of out prob- 
lems, if I may say to my friends in the Farmers Unitm, is that we 
have not had good hearings on production. I am afraid that if you 
try to tie the two together without the time that it would take to pfop- 
eny shape and chart direct production payment, we might end op 
losing the time we need to act quickly here. 

I sense almost a consensus on this committee, and from what I can 
tell of Congress, for some prompt action along these lines, 

Mr. Deohant. And we certainly feel this is necessary. 

Senator Mondale. But also, you make a very strong point that this 
is only part of the problem. Certainly, when we look at a dairy in- 
dustry that has resulted in squeezing over one-half million clairy 
farmers out of that business in 6 years, we have almost a revolutionary 
situation on our hands. 

Coming from a dairy State and talking to dairy farmers, as does 
Ed Christianson and Mr. Eohde, I know that the reason is that it is 
hardly worth the candle today to continue on in this business, not 
knowmg whether yon can, in jnsdce, invest the additional money and 
take the risk necessary to increase your herd, to improve the sanitary 
facilities and the other facilities that are necessary in modem dairy- 
ing. That is why I hope we can move swiftly with the dairy import 
legislation, but then continue right on with tliese other proposals that 
you make so we can have a truly healthy and compensatory system, 
a dairy package, as j^ou call it, that will guarantee to our dairy farmer 
a decent return on his effort. 

Mr. IkcHANT. I might say, Senator, we certainly agree with this 
observation you have just made. We just want to make sure that the 
record will show that it is going to take more than just 612. Bnt I 
certainly agree with both you and Chairman Holland that we need to 
get on with the business of getting 612 adopted here to deal with the 
import situation. 

Senator Holland. I hope that will be your decision, because not 
only would you lose a great deal of support that you otherwise would 
surely liave from people who produce basic crops and from people 
who produce perishable crops, as well as from the general public, 
but I think you will find yourselves without the support of people 
who are most nearly in the same position as yourselves, that is, the 
producers of fruit and vegetables and meats. Because I find little sup- 
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port for the idea of production payments on the part of the producers 
of the fruit, the. meat, vegetable and poultry industries, who are, 
of course, most nearly like the milk industry in their production of 
highly perishable and yet highly desirable, highly necessary com- 
modities. 

So, I hope that we will content ourselves with having shown that 
point of view on the record without any insistence on it. 

Mr. Dechant. Could I ask Senator Mondale a question ? 

Senator Holland. I do not know whether he will let you ask a 
question or not, but I am sure he will be glad to t«ll you what he 
thinks. 

Mr. Dechant. You said a while ago. Senator, that we need to get 
at having some discussion on this whole area of production payments. 
Do you visualize that we can get at this sometime soon ! 

Senator Mondale, Well, I would hope so. Our problem has been 
that we, with the appropriations process and the rest, have had dif- 
ficulty holding the hearings we have wanted. Indeed, we spent, I think, 
nearly 6 weeks scheduling this and it is only at a personal sacrifice 
that the chairman of our subcommittee has been able to get at it, 
I know how he has burdened himself in order to move ahead with 
this problem. 

I know Senator McCarthy has indicated he hopes we can have hear- 
ings in this session of Congress for the direct payment program. But 
as yet, that is still in the tentative stage. But I very much agfee 
with it. 

Mr. Dechant. Mr. Chairman, I would like my associate, Mr. Rohde, 
to present his statement. 

Senator Holland. Mr. Eohde, would you like to make a state- 
ment! 

STATEMENT 07 GUBEIIT C. ROHDE TBXSSSEST, WISCONSHT 
FASUEB5 UmON, CHIPFEWA FAU^ WIS., AXSO BEPSESENTDIO 
THE NATIONAL FARHEBS IimON 

Mr. KoHDE. Yes, 

Mr. Chairman and distinguislied members of the committee, I am 
Gilbert C. Rohde, president of the Wisconsin Fanners Union and a 
member of the executive ccrtnmilAee and board of directors of the 
National Farmers Union. 

My family owns and operates a 240-acre dairy farm in Clark Coun- 
ty, Wis., a county which ranks fourth in the Nation in number of 
milk cows, and a county which ranks fourtli in the production of 
cheddar cheese. 

Incidentally, too, I lived in the same county that Colby cheese first 
originated, in Colby, Wisconsin. 

It is a privilege for me to support and second the testimony of my 
associates in the National Farmers Union, because we believe that the 
recent large increase in dairy imports, which depress domestic mar- 
kets and dairy farmers' income, can only be dealt with effectively 
through legislation. 

In 1966, imports of dairy products totaled a little over 2% bil- 
lion pounds of milk equivalent. Of this total, only 280 million pounds 
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of milk equivalent ciune into the country under quota. The rest, ahout 
2% billion pounds, came in without quotas. 

The U.S. Department of Agriculture has predicted that dairy im- 
ports in 1967 will approximate 3.5 billion pounds of milk. However, 
judging by the rate at which imports have been coming into the coun- 
try, as reported in the May issue of USDA's Dairy Situation, this 
figure is in need of revision if no action is taken to restrict dairy 
imports. 

Incidentally, I might depart for a minute. Considerable excite- 
ment was generated recently in my area when a boat load of Colby 
cheese was landed in Wisconsin and was shipped on to Kaukana for 



Dairy miports for the first two months of this year entered at the 
rate of twice that of January-February 1966. Colby cheese imports, 
which particularly disturb farmers in my area, totaled about 19 mil- 
lion for the first two months of 1967 compared with 7 million for the 
same period a year ago. Butterfat-sugar mixtures amounted to about 
3.1 million pounds in January-February 1966, but exceeded 30 million 
pounds forthe same months this year. 

Existing dairy import quotas have been circumvented to such an 
extent by substitute products that the present quota system has been 
rwidered ineffective and detrimental to the welfare of our domestic 
dairy producers. 

We believe it t« be the responsibility of Congress, which has fash- 
ioned our price support program for dairy products, to protect our 
dairy prices and income from being eroded by unregulated foreign 
imports. 

We further believe that the measure introduced by our senior Sena- 
tor Proxmire and 21 of his distinguished colleagues offers a con- 
stmctire approach to limiting dairy imports to reasonable levels. 

Rising milk production at n(»ne as well as in other parts of the 
world, growing storage stocks of dairy products in government as welt 
as commercial warehouses, coupled with falling dairy prices and 
dairy farm income, make it imperative that the Gjngress act and act 
sotm. 

Thank you. Senator, 
■ Senator Hoi-i^nd. Thank you for your statement. I agree com- 
pletely with you. 

Senator Mondale, do you have any questions ? 

Senator MoNDALB, No questions, Mr. Chairman. 

Senator Holland. The next witness is Mr. Eugene Vandenbord, 
First Vice President of the Dairyman's League Cooperative Associa- 
tion of New York. 

STATIKEHT OF EITGEKE J. VAITDERBOKD, FZBST VICE FIl£SII>£in:, 
DAIRTVEirS lEAOVE COOFERATIVi: ASSOCIATION, NEW TOBK, 
H.T. 

Mr. Vandenbord. I appreciate very much the opportunity to be 
here, sir. I am a dairy farmer and first vice president and treasurer of 
the Dairymen's League Cooperative Association of New York. 
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I would like to say at the outset that we heartily endorse the state- 
ment of the federation as made this morning and the statements of 
the various Senators that have spoken so far. 

As a milk producer and an officer in a milk producers cooperative,- 
the impact of foreign dairy products has been brought vividly to my 
attention. Perhaps because my farm and cooperative are located neai' 
the seaports of Boston, Montreal, and New York those of us in my 
area have felt the depressing results on market and farm prices morff 
than many others. Three have bene many estimates made relating to- 
the effect these imported products have had on the farm milk price. 
These estimates in my area ranee anywhere from minus 11 cents tO' 
minus 30 cents per hundredweignt depending on who is making the" 
estimate and the kind of statistics used. Whatever the figure, fanners 
cannot stand these sort of losses. Those of us in the Northeast under- 
stand the need for our Federal Government to allow the importation 
of certain amounts of dairy products but we are certain that the' 
present rate of dairy imports has far exceeded any realistic allowance 
that needed to be made. 

I would like to insert here in my statement that it is the under- 
standing of dairy farmeis generally that imported dairy products are" 
inspected by s<Hne government agencies when they reach o<ur shores^ 
But we are a little at a loss to understand why the source is not in- 
spected also. In my own experience at home, at the present time, I 
believe there are nine regulatory agencies that send inspectors on a 
regular basis to my farm and inspect all of the conditions pertaining' 
to my production of milk. 

Our Dairymen's League sales people indicate that at least 95 per- 
cent of the ice cream accounts in the Metropolitan New York area &Tff 
using imported fat 

Senator Holland. This is what verifies the statement that Senator 
Aiken made the other day before this committee, which I mentioned 
earlier in the day. I do not recall his usin^ the 95-percent figure,- 
but he did speak of it as having affected a ma]or part or the ice creaia 
production of the New England area. 

Mr. Vandenbord. Yes, it is. 

These same sales people, indicate that there is a supply on huid 
which could last about 2 years. This situation has forced us to move 
our domestically produced fat to lower return categories and our- 
sales force has needed to expand its area of activity far beytmd its 
historic field of operation. 

Senator Holland. I think the record should show here an explana- 
tion of what you say. I think what you mean is that if you use in butter 
production the same fat that could have been used in ice cream, the re- 
turn is considerably reduced. 

Mr. Vandbnbokd. Yes, that is right. 

Senator Holland, Do you have comparative figures that you can 
insert in the record at this time ? 

Mr. Vandenbord. I do not have them now, but I will certainly make 
them available. 

Senator Holland. I wish you would. 

{ For information requested above, see p. 31. ) 
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Mr. Yani^nbc^. I would like to inseart here also this statement 
that since October 1966, when the evasion of import regulations be- 
came flagrant, our butter and cream operatiims, and I r^r to Daily- 
men's Xieague, have tost more than a hali million dollars because of 
some of the markets resulting from forei^ imports. 

I was this morning over at the Tariff Commission hearing and there 
were considerable questicHis raised as to prices to consumers because 
of the lower cost of these foreign imports. I stated there that it is my 
experience, my observation, that even though our competitors, who are 
offlOf either partially or wholly the imported fat in their ice cream 
products. I have not oeen able to observe any lowering of price to con- 
sumers. And in the East we estimate that it has cost — it is costing us in 
the Dairymen's Ijeague, in our ice cream division, about 9 cents more 
per gallon to make a gallon of ice cream with our own butterfat as 
compared with our conipetition. 

Senator Holland. Youdomakeanddistributeicecream? 

Mr. Vanvenbobd. Yee, sir ; we are No. 3 in New Yorii. 

In the New York-New Jersey milk marketing area pool receipts 
from dairy farmers continues its downward trend from, year ago levels. 
For the first 3 months of 1967 receipts totaled 2,781.8 million pounds, 
down 4 percent from the same 3 months of 1966. 

Pounds of milk classified under the New York -New Jersey order as 
otilized for plain ccmdensed and frozen desserts amounted to 195.2 
million pounds for the period January through March 1967. This is 
down l&.l percent from year ago levels. These pounds taken as a per- 
cent of the reported pool receipts from dairy farmers amounted to 8.3 
percent in 1968 and only 7.0 percent in 1967. 

As the pounds of milk utilized for plain condensed and frozen des- 
serts decreased, those utilized in butter production increased. The 
307.2 million pounds of milk utilized in the ^rst 3 months of 1967 
tor butter ia 86.6 million pounds more than corresponding year ago 
figures. This is an increase of 13.5 percent. As a percent of the total 
pool, the first 3 months of 1966 equaled 9.3 percent, in 1967 10.4 
percent. 

iSanator Houiandi. Now, the figures you will supply blowing the loss 
that is incurred when you divert the product wllioh would have gone 
for ice cream to the production of butter would be exceedingly useful 
right here. 

Mr. VAifDBNBORD. Yes, fine. 

From the declining pounds of milk utilized for plain condensed and 
frozen desserts one could well conclude that the production of ice cream 
mix and frozen desserts have also declined to the same extent. Statistics 
published by the United States Department of Agriculture, Statistical 
Reporting Service, prove this to be a false condusion. In the report 
entitled "Production of Ice Cream and Related Frozen Products, 
March 1967," the Department has estimated at 163,815,000 gallons 
the production of ice cream in the United States for the first 3 
months of 1967, This is only a decrease of 0.2 percent of the esti- 
mated production for the corresponding period in 1966. 
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For New York State the estimated 14,450,000 gallons is 5 percent 
below year ago levels. The conclusion one may reach frtan tJus, and 
it' is well borne out by League sales personnel, is that imported 
butterfat products are going into ice cream production displacing 
domestic butterfat into butter production. 

This has had a terrific impact on CCC pw>graras. In all of 1966 
CXX^ purchases and PIK exports of butter amounted to 25,121,000 
pounds. The months of January, February, and March 1967, each 
taken separately, exceeded this figure hy fut least 3 million pounds. 
The first quarter of 1967 resulted in CCC purchases of butter equal 
to about 3.6 times the combined purchase and PIK export programs 
of all of 1966. 

Were it not for these butterfat-sugar mixture imports, market 
prices for domestically produced butterfat would not be forced down 
to the support prices level and dairy farmer incomes or public tax 
dollars would not be used to subsidize the dairy industry of those 
countries exporting their surplus to the United States. 

Senator HcOiLAND. For the purpose of the record, what is the PIK 
export program! 

Mr. Mason. It is the payment-in-kind program operated by COC. 

Mr. Vandebbokd, This is an overseas giveaway program, I think 
of it as. 

Senator Houand. You mean this is a barter program ? 

Mr. Mason. Well, no, not guite. It is a use of commodities in place 
of money to pay export subsidies by Commodity Credit Corporation. 

Senator Holland, All right. 

Mr. Vandenbord. So I have used the CCC and the PIK in combina- 
tion for these figures. 

Dairy farmers in the Northeast, regardless of their affiliation to a 
cooperative, general farm organization, or no affiliation at all, are 
thoroughly aroused to the ne«i for the passage of S. 612, the Dairy 
Import Act of 1967. 

That completes my statement. 

Senator Holland. I notice this compilation attached to your st«Lte!^ 
ment. Do you wish that to be made a part of the record also! 

Mr. VANDBNBORn. Yes, I do, sir. 

Senator Holland. Without objection, that will be done. 

(The compilation referred to follows:) 
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Senator Holland. Do you wish to have the gentlemen with yon 
heard? 

Mr, Vandenbord. No. 

Senator Holland. Senator Mondale? 

Senator Mondale. I think it would be helpful if the milk producers 
could give us hard information on the point you have made ; namely, 
that your competitors, using imported ice cream mix coating them 7 
to 9 cents a pound less than domestically produced products you are 
using, are not reducing tlieir price to the consumer. I think thia would 
be helpful to us, because cme of the argumwits w© are going to meet pn 
the floor is, yes, we are bringing in imports but look at the big break the 
consumers are getting. If Dan Holtz could assemble some of this infor- 
mation in the Twin City area in the upper Midwest and you the same 
information in the Northeast, this wouW be a great help to sti-engtben- 
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ing our case- It would be some hard information rather than the gen- 
eral information you had here, I think that would be very helpful. 

Senator Holland. I agree. I hope you will furnish that. 

Thank you very much, gentlemen. 

(For information requested above, see page 31. ) 

Senator Holland. The last witness we have scheduled for this 
afternoon is Mr. Fred J. Greiner, executive vice president, the Evap- 
orated Milk Association. 

Mr. Greiner, have a seat and we will be glad to hear from you, 

STATEMENT OF F££D J. GB£mBB, EXECUTIVE VICE FEESIDENT, 
EVAPOBATED UILK ASSOCIATION 

Mr. Greiner. I have a statement, Mr. Chairman. I will ask that it 
be included. There is a table in here that I hope will be included in the 
statement, too. 

Mr. Chairman 

Senator Holland. Without objection, the whole statement will be 
included, if you are not going to read it. If you read it, you can read it 
all. When you come to the table, just ask for it to be included. 

Mr. Greiner. Thank you, sir. 

Mr. Chairmanj Senator Mondale, my name is Fred J. Greiner and 
I am executive vice president of the Evaporated Milk AssociaAion, a 
nonprofit corporation organized and existing under the laws of the 
State of Illinois with offices and principal place of business at 910 17th 
Street in Washington, D.C. The association is organized for the pur- 
pose, among others, of promoting the use and consumption of canned 
milk and to undertake and engage in any or all of the specific activi- 
ties of a trade association for that industry. The association renders its 
services to companies producing approximately 97 percent of the 
canned milk in hermetically sealed containers in the United States in 
approximately 50 plants. The association appears today as a propo- 
nent of S. 612 and urges its passage. 

Canned milk in hermetically sealed containers in the United States 
consists primarily of evaporated milk and sweetened condensed milk. 
Both of these products are major products of the dairy industry in 
the United States. USDA statistics indicate that 127 million pounds 
of sweetened condensed milk and approximately 1,731 million pounds 
of evaporated milk were produced in 1966. Other indications of tlie 
size of the canned milk industry can be determined from tJie fact that 
$3,788,606 base boxes of metal were consumed in 1966 in the manu- 
facture of cans for the packaging of these products, (A base box is an 
area of 31,360 square inches, equivalent to 112 sheets 14 inches times 
SO inches in size. ) 

I might add for the record that if I recall correctly, this amount 
of tinplate is the largest amount for any single food product. There 
are other products such aa coffee or canned juices and so on that might 
have more. But as a food product, this is the single largest user of tm- 
plate. 

The industry employs approximately 5,000 workers in its plants and 
processes the milk from approximately ^,000 dairy farms. 
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The effect upon the domestic daiir industry of total dairy impwtfi 
has been eloquently illustrated before this committee by previous 



While much of the attention concerning dairy imports has been 
centered on various type cheeses and Junex type products for use as 
an ingredient in ice cream minuf acturing, may I direct your attention 
to the followine table which indicates imports into tlie United States 
of canned milk, lx)th evaporated milk and sTreetened condensed milk. 

At this point, Mr. Chairman, I -would aak that the taible be made a 
part of the record and I will not bother to read it all. I may refer to it 

Senator Holland. Without objection, that will be done. 

( TTie table referred to follows :) 
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Mr. Greiner. It should be pointed out that no quotas have been 
established for the importation of evaporated milk or sweetened con- 
draised milk under section 22 of the Agricultural Adjustment Act 83 
amended and that the product can be imported into the United States 
by the payment of an import duty of 1 cent per pound in the case of 
evaporated milk and 1.75 cents per pound in the case of sweetened 
condensed milk. 

The importation of these products into the U.S. or Puerto Kico is 
easily identifiable since tarin numbers have been assigned for both 
milk, unsweetened (evaporated milk) in airtight containers (item 
number 0040000) , and milk, sweetened (sweetenra condensed milk) in 
airtight containers (item number 0040100) by the Bureau of Customs. 

T& importation figures cited in the table sltow a sharp increase in 
the importation of sweetened condensed milk into the United States — 
a rate that is now presently running in excess of about 6,000 times the 
rate of imports in 1962. While the imports of evaporated milk into the 
continental United States do not show such a dramatic increase, the 
importations of evaporated milk into Puerto Bico have increased 
substantially and are now running at a i-ate of approximately 900,000 
l>oimds per year from nearly zero imports in 1&63, 

In 1964 little or no product moved into Puerto Rico while in 1966 
almost (iOOjOOO pounds of evaporated milk from abroad moved into 
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Puerto Rico. At this point, technically it should be pointed out that 
the provisions of the Federal Import Milk Act of 1927 do not apply to 
Puerto Rico which may be the reason for dumping product into that 
area. 

Parenthetically I might add that it would be a very simple matter 
legislatively to add the words "Puerto Rico" to Uie Federal Import 
Milk Act of 1927 to correct this glaring error and to strengthen the 
inspection provisions of the Act. 

It should also be pointed out that it is a well-known fact that other 
countries are able to move their products into the United States and 
sell below the prices of existing domestic prices because of governmen- 
tal subsidies provided by tlie exporting countries. This results in a milk 
ingredient cost based upon the worldwide price for butter. It would 
appear to us that a price of 13 cents to 14% cents for a 14%-ounce can 
of evaporated milk from a foreign nation in Puerto Rico at retail in 
October 1966 as contrasted to a tl-S. domestic-produced price in Puerto 
Rico of I814 cents a can is in fact dumping and does constitute a 
serious threat to the welfare of the U.S. domestic dairy industry. 

Thus, in summary, the concern of the Evaporated Milk Association 
and our industry is for the integrity and the stability of the domestic 
industry. Our concern is twofold : 

1. We share a deep concern for the plight of the American dairy 
farmer faced with the ever increasing cost of production of milk on 
one hand and the spectre of cheap foreign imports on the other. 

2. Eveiy case of evaporated milk and sweetened condensed milk 
imported mto Puerto Rico or the United States means not only one less 
case of milk to be manufactured from milk produced by American 
dairy farmers but also means one less case of milk to be totally pro- 
duced by American labor using American machinery and American 
produced packaging tinplate. 

Senator Holland. I want the record to show one thing very clearly. 
You make it clear that the bringing in of imported milk of the type 
that you represent and produce does not evade action heretofore taken 
under section 22. 

Mr. Ghbinbr. That is right 

Senator Holland. Would this importation be covered by the pro- 
posed law which we are considering at this hearing? 

Mr. Greinee. It most certainly would. 

Senator Holland. In other words, these additional products, be- 
sides the ones that have been affected by the evasion of the section 22, 
these additional products would be covered and to a degree protected 
by the passage of this law. Is that your point! 

Mr. Geeinek. That is my point. One of the real prd>lems with sec- 
tion 22 has always been that if you plug one loophole through tha 
action of the Tariflf Commission, yoii then leave open other sreas tar 
the importation of product. Our concern, quite frankly, is even if the 
Tariff Commission in its wisdtan, in the present consideration, should 
adopt quotas for ceMain types of bntterfat-sugar mixtures, these for- 
eign countries will then turn to other producte to ship into this coun- 
try, one of them that certainly is not under quota, that can be imported 
freely, is evaporated milk, and sweetened condensed milk in hermeti- 
cally sealed containers. : ■ 
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Senator Holland. In other words, additional action under section 
22, unless it is broadened beyond the fields covered by the present 
action, covered more accurately, we hope, and you do, mi^it hurt that 
part of the industry which you particularly represent. 

Mr, Gheiner. That is our drastic fear, sir. 

Senator Holland. But you are supporting the bill strongly because 
it is drafted in broad enough wording to cover hoth tiro types of 
products that you produce and those which are now being harmed by 
evasion of the section 22 order t 

Mr. Greineh. That is correct. 

Senator Holland. Thank you, sir. 

Did you have any questions, Senator? 

Senator Mondale. What percentage of the production of your 
membership is exported 3 

' Mr. Greineh. What percentage of the production is exported? Most 
of the exports, or what little exports, I snould say, that we have, and 
principally in evaporated milk, first of all, as the main product that 
IS exported from the United States — ^most of that is going into Mexico. 
Percentagewise, out of rouglily 35 — T am sorry. Out of a production of 
38.8 million cases of evaporated milk in 1966, approximately 1.4 million 
went into export. 

Senator Mondale. Is the rate of export rising ? 

Mr. Greineh. Well, this is a quite variable figure. It dropped sub- 
stantially some 2 years ago when the Mexican Government chose 
to eliminate evaporated milk — rather, to throw up barriers to ship- 
ment of evaporated milk into that country. Several years ago, the 
same thing happened to our export market in the Philippines, 

Over the long term, and we have to look at this from the long term 

Eicture, our export market has dwindled and dwindled because of the 
arriers to sales of our product in other countries. 

Senator Mo^i''^i^- We are looking at a dairy import pattern which 
fe almost revolutionary in character, which, as this chart which has 
been very h^pful, shows went frotoi a roughly stable level of, half 
a .million pounds in the fifties and early sixties. It is not at nearly a 
S^illion-poimd level. Th^e patterns change quickly in a matter of 
a^couple of years. Are you in a position to advise us what has changed 
the importation patterns in the dairy industry,the world dairy iniSis- 
tty, as refiected in this way ? Has our Government put out new signals ? 
la there something about the American economy that suddenly makes 
our market more attractive than it has been in the pastf Wnat is it 
that eiiddMily seems to throw up the green light here in a way that 
Uiese importers seem to analyze our maraBt ! 

Mr, ChiEiNEB. Well, this is, of course, at the heart of the bill, and 
ofeftiWisly, some of it has to be Bpeoulation, some of it has to be philos- 
ophy, I assume, but obviously, the United States is an affluent country. 
It becomes a good tai^et for these countries to look to for sales of their 
products, and I think it has been basically the philosophical approach 
of our Government, despite the machinations of the section 22 and the 
Tariff Commission's actions, to allow these products to come into this 
country. 

Senator Mondale. Yes, but we have been a prosperous coimtry for 
a long time. We have had section 22 for how many years! Since 1933. 



dbyGooglc 



t4 DAIRY IMPORT ACT OF 1967 

Yet in just the past 2 or 3 years, we see this cyclonic increase in dairy 
imports. 

Are you able to tell us why that is ! 

Mr. Grbineb. Well, actually, I think, Senator, if you go through 
the testimony of each of the witnesses who appeared, and especially 
Senator Prosmire in his testimony this morning you can see the 
general answer. It comes back to the fact that this market does con- 
unue to be attractive. 

The rate of production of dairy products in other countrira is 
improving. As they raise their standards of living, so to speak, and 
are able to produce more products, they look to other places to export 
them to, and we have become that market. We have become that 
ta^t. 

Senator Mondale. It just seems to me that the factors that you recite 
have been constant for many years and would not reflect themselves in 
this sharp increase. It mystifies me why this should happen all at 
once. 

(Supplementary information submitted by Senator Mondale is u 
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Senator HoiiLAND. One reason is that all the other nations of the 
world want dollars and they get dollars when they export their prod- 
ucts here to us to use here. 

Senator Mondale. So that while they might be doing it at a loss in 
terms of their own currency, they are picking up hard American dol- 
lars. That could well be. 

Mr. GrREiNER. At the same time supporting their own industry in 
their own country. 

Senator MoNDALB. I have no further questions. 

Senator HoLLAim. Thank you veir much. Thank you^gentlemen. 

We will recess until 10 o'clock Thursday morning. "W^ have other 
meetings tomorrow which areclude our continuing tomorrow. 

(Whereupon, at 3. -22 o'clock p.m., the subcommittee recessed, to »»- 
conveneat 10 a.m., Thursday, May 18, 1967.) 
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THUBSSAY, U&T 18, 1967 

U.S. Sl3*ATE» 
Subcommittee on Agricui.tural Production', 
Mabebtin% and Stabilization of Freces of the 

Committee on Aoricultcre and Forestry, 

WasMngion, D.C. 

The subcommittee met, pursuant to recess, at 10:10 a.m., in room 
324, Old Senate Office Building, Senator Spessard L- Holland (chair- 
man of the subcommittee) presiding. 

Present : Senators Holland, McGovem, Mondale, Young of North 
Dakota, and Miller. 

Also present : Senator Aiken. 

Senator Holland. The subcunmittee will please come to order. 

We do not believe we have had such a crowd as this in quite a while, 
and we are grateful for your showing such interest. 

I understand that Senator McGovem wishes to be recognized. 

Senator McGovekn. Let me say, first of all, that I regard it as a, 
special honor to be able to present this group, the biggest group that I 
recall ever being in this committee room at any one time. 

They represent the National Millt ; Producers Federation. These men 
are the leaders of America's dairy farmers. They are representative of 
farmers who produce milk in virtually every county in the United 
States. These are the people who operate the dairy farmer cooperative 
associations which have done so much to enhance daiir farm income 
through their activities on behalf of farmers in the marketplaoe. 

These men came to Washington and are presenting themselves here 
this morning to endorse by tlieir presence the Dairy Import Act of 
1967. They ask that their names be added to the excellent statements 
made on fcehalf of the National Milk Producers Federation by Mr^ 
Glenn Lake, president, and Mr. Dan Holtz, chairman of the import 
control committee of that organization. 

The subcommittee staff has been given a list of the names and coop- 
erative associations they representj so I will not introduce them indi- 
vidually ; however, I would like to mvite your attrition to the presence 
here of representatives of the dairy farmers of the four comers of thei 
Nation : Alaska, California, Florida, and the New England States. 

There are also present, of course, representatives of dairy farmei'S: 
from every State wbicli lies between those four comers of this country. 

I would be remiss if I did not mention the presence of one person, Art 
Warren, who is, to my certain knowledge, representative of dairy 
fanners in my home State of South Dakota, near the center of oup 
land. 

I am greatly impressed with the willingness of these men to take 
the time from their busy schedules and from the great work they are 
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doing for American dairj- farmers to come before us today in an 
effcHt to impress upon this committee their great need for our help. 

Huuik you yery much. 

Senator Holi.and. I note that some of the dairymen from my own 
State are here. I think the record should show that I had the pleasure 
of having lunch with them yesterday, and if they failed to say any- 
thing to me about this subject, I do not know what it was. 

I note, too, the presence of representatives from the State repre- 
sented so well by Senator Mondale of Minnesota and from the State 
represented so effectively by the Senator from Iowa, Senator Miller. 

I also note representatives from the States of other members of this 
subcommittee. 

The trouble about getting a subcommittee together for a meeting is 
that we are all (hi so many subcommittees that I should think £at 
every absent member is now present in some subcommittee somewhere 
in the Capitol. They will all see and read the record, I am sure. 

We have already heard the testimony offered by Mr. fjake, whom you 
mentioned, and that of Mr. Holtz whom you also mentioned, which 
were very fine statements. e\V are being subjected to very good state- 
ments from a great many places. 

We have not heard the other side yet. I suspect that there is one. I 
have not heard of any bill pending before this committee that did not 
have two sides. We will keep an open ear and an open mind. 

We are delighted at the presence of so many active participants in 
the dairy industry which, I think, right now is the most threatened in 
all of agriculture and in the Nation. 

Thank you, gentlemen, for your presence here. 

I understand that you have a date elsewhere, like most of the other 
members of this committee, and unless Senator Mondale and Senator 
Miller have some comments, we will be happy to relieve you of your 
necessity to stay. 

The list that you have submitted will be made a part of the record 
at this point 

(The list referred to follows :) 

I National Milk Paooutxaa 

James A. Acree. Dinamore. Fla., Northeast Florida Milk Producers 

Bill O. Adatns, Albuqaerque, N.M., ly&ity Farmers Association 

J. G. Andereon, ArlltiKton. Texas, North Texas Producers Association 

B. F. Beacb, Adrian, Michigan, Mit-iilgan Producers Dairy Contpany 

Boy A. Benson, Dinsmore, Fla., Northeast Florida Milk Producers 

W. A, Bilbo, Magnolia, Miss., Gulf Millt Association 

Wm. P. Bii^le, Platteville, Colo., Denver Milk Producers 

Harold Bla^lock, Vassar, Mich., Michigan Milk Producers 

Bernard E. Buhr, -Sumner, lowa.Cedar Valley Cooperative Milk 

Harry C M. Burger, Seneca, Kan., Nemaha Cooperative Creamery 

Ri^iard CaU, Batavia, N.Y., Upstate Milk Cooperatives 

Charles Cameron, Grand Junction, Colo., Western Colorado Milk Prodnceis 

Loyd Clark, Cresco, Iowa, Farmers Cooperative Craimery 

Rollin CSark, Topeka, Kansas, Shawnee Milk Producers 

Ross B. Clark, Men^his, Tenn., Mid-South Milk, Producers 

jame.s E. Click, Arlington, Va., Maryland & Virginia Milk Producers 

Charlie Colvard, Greensboro, N.C., North Carolina Milk Producers 

Bldon J. Corbett, Colebiook, N.H.. United Farmers of New England 

W. T. Crouch, ijlington, Tesaa, North Teiafl Producers 

Byron Dalton, Wakeman, Ohio, Milk Producers Federation 

John Ai'Bavis, Hamilton, Ohio, Cooperative Pure Milk 



do,Googlc 



DAIHT IMPORT ACT OF 1967 77 

Robt H. DeFord, Vlrsfula Beach, Va., Norfolk OooperatlTe Producers 

Leo DeDmCb, Jesop, Iowa, Mtd-West Producers Creameries 

C&rl Dixon, St Jobc^ Mo^ St Josepb Milk Producers 

Dean C. Dowler, Vienna, W. Va., Southeastern Ohio Cooperative Dairy Sales 

Jerry Dowling. Columbia, Tenn., Nashville Milk Prodooers 

Sierman Eggink. Ocbeyedau, Iowa, Osceola County Cooperative Creamery 

Adolj)]! Elvers. £lkader, Iowa, Iowa Dairy Products 

Charles B. English, Urbana, Ohio. Cincinnati Milk Sales 

D. Q. Fabcbett, BUssfleld, Mich., Northwestern Cooperative Sales 

Burdette Flaher, Louisville, Ky., Kyana Milk Producers 

Glenn Ganrett. Ogdeu, Utah, Federated Dairy Farms 

David C. Gault, Austin. Tex&s, Mid-Tex Milk Producers 

Harry Gienger. Nashville, Tenn., Nashville Milk Producers 

Conrad Olngg. Teuxpe. ArUona, United Dairymen of Arizona 

A. M. Glover, Knoxville. Tenn,, Knoxville Milk Producers 

Rali^ T. Goley, Enid, Oklahoma, Gold Spot Dairy 

W. J. Grant, Omaha, Neb.. Nebraska^Iowa Non-Stock Cooperative 

Harlaud Hamilton, Anchorage. Alaska. Matanueka Maid 

Roy W. Henderson. Memphtfl, Tenn., Mid-South Milk Producers 

D. H. Henry, Minneapolis. Minn., Land O'Lakea Creflmerles 
C. K. HcM)ie, Allectown, Penna.. Lehigh Valley Cooperative 
Dan C. Holtz, Hawick. Minn.. Land O'Lakes Creameries 

C. W. Irons, Madisonvilie, Tenn., Knoxville Milk Producers 

Rottert Jelllngfi, Mason City, Jowa. North Jowa Cooperative Milk Marketing 

Lester H. Keil. Washington, III.. Peoria Milk Producers 

Arthur KErchhoff. Ames. Iowa. Iowa Dairy Products 

Wm. R. Riser, Lanrel, Md., Capitol Milk Producers Cooperative 

Ed Kuennen, Lawler, Iowa, Farmers Cooperative Creamery 

Kobt H. Lage. Daveni>ort, Iowa, Mississippi Valley Milk Producers 

Glenn Lake. Detroit. Michigan. Michigan Milk Producers 

Walter Larson, Lake Elmo, Minn., Twin City J£iik Producers 

Gordon C. Laughlln, Seattle, Wash., United Dairymen's Association 

Elmer Leamard, Georgetown, 111., Prairie Parma Dairy 

V. F. Ledfonl, Fraukllnton, La., Gulf Milk Association 

Louis Longo. Glastonbury. Conn.. Connecticut Milk Producers 

R. G. Lytle. Tempe, Arizona. United Dairymen oC Arizona 

Lyman D. McKee, Madison, Wise., Madison MUk Producers 

A. L, McWilllams, Chicago, 111., Pure Milk AssociatiMi 

J. A. Mallett. Lower Salem, Ohio, Southeastern Ohio Coooperatlve Dairy Sales 

Leslie C. Mapp. Dayton, Ohio, Miami Valley Mflk Producers 

C. A. Marshall. Huntington, W. Va.. Huntington IntersUte Milk Produoers 

Lester W. Martin, New York. N.Y., Dairymen's League Cooperative Aas'lL 

W. L. Maxey, Jackson, Miss., Mississii^)! Milk Producers 

W, Lee Meredith, Liberty, N.C., NortJi Carolina MUk Producers 

Mike Mitchell, Relnbeck, Iowa, Hudson Cooperative Dairy 

Ben F. Morgan, Bristol, Va., Southeast Milk Sales 

John Moser, Louisville, Ky.. Eyaua Milk Producers 

H. G. Murray, Oklahoma City, OkU„ Central Oklahotna MUk Producers 

Wm. J. Newman, B^ll Hlver, Mass., Local Dairymen's Cooperative 

Don Ommodt, Fargo, N.D.. Cass-Clay Creamery 

W. Ted Osborne, Cincinnati, Ohio, Cincinnati Milk Sales 

Clarence B. Palmer, Old Monroe. Mo., Sanitary Miik Producers 

Bob Parham, Trickham, Tex., Central West Tesas Milk Producera 

E. B. Pederaen. Seattle, Wash., United Dairymen's Association 
A. F. Randall, Seale, Alabama, Wells Dairies Cooperative 
Bill Rankin, Topeka, Kan., Shawnee Milk Producers 

P. L. Robinson, Jonesboro, Tenn., Southeast Milk Sales ' 

Geo. Bnpple, Shawano, Wise., Cyonsolldated Badger Cooperative 

E. J. Ryger, South Bend, Ind., Mid-West Producers Creameries 

John G. Spibel, Roanoke. Va.. Roanoke Cooperative MUk Producers 

Richard N. Shade, Rockton, HI., Mid-WRst Dairymen's Company 

Tony Smith, Wesson. Miss.. Mississippi Milk Producers 

Robert Snedlgar, Tenipe, Arizona. Unit^ Dairyaien of Arizona 

Melvin Sprecher, Sauk City. Wise, Wisconsin Dairies Cooperative 

Thomas Stanley. Ashland. Va., Richmond Oooperative Milk Producers 

R. L. Strock, Baltimore, Md-, Maryland Cooperative Milk Producers 

Truman Toi^erson, Manitowoc, Wlac, l4Lk« -to Lake Dairy Cooperative 
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E. J. Vandenbord, New York, N.T.. Dairymen's "Le&gae Cooperative 

Avery A. Vose, Ohlcago, 111., Pure Milk Assocletion 

A, R. Wa»i»wortli. Fannington, Conn., Connecticut Milk Producers 

Arthor Warren, Lake Wilson, Minn., Eastern SoW:li Dakota Milk Producers 

EJugpne Weatherly, Xacogdoehies, Texas, South Texa^ Producera 

S. B. Wells, New England, W. Va., Dairymen's CooperaHve Sales 

A. B. Wheeler. Ooltewah, Tenn,, Chattanooga Area Milk Producers 

C. B. Williams, Abilene, Texas, Central West Texas Milk Producers 

Ernest Wolfe. Jones. Oklahoma, Central Oklahoma Milk Producers 

Donald E. Zehr, Columbus, Ohio, Central Ohio Oooperative Milk Producers 

Senator Mondale. I would like to join with you, Senator McGov- 
ern, and Senator Miller, Mr, Chairman, in saying to these many repre- 
sentatives of the milk producers who have come nere from all over the 
country, that we welcome you here before the committee. These kind 
of visits help more, I think, than some of you realize, because whMi 
those of us who come from farming States talk to our city brothers 
about farm problems, there is great support in our arguments whrai 
we can say that our farmers are so concerned that they came to Wash- 
mgton at their own expense in such lar^ numbers to make their point. 

Yesterday, your association testified eloquently, as is the case in every 
hearing that goes on around here. 

This, in its own way, in its own sense, is adequate testimony of an- 
other kind that is equally impressive and helpful to us. 

Senator Holland. I think I can state to all of you that the over- 
whelming modesty of the Senator from Minnesota is equaled only by 
the modesty of the Senators from the other 49 States, all of whom feeJ 
that way about their own States, 

Senator Miller. Mr. Chairman, I want to endorse what Senator 
Mondale has said. 

I thank each and every one of you for coming in here. We appredate 
that many of you have come a long way, I know that this is not always 
easy. 

I also want to commend the chairman for pointing out that this is 
the most seriously threatened area of the agriculture industry. 

I can assure the members of the federation here present that this bill 
is in the hands of a subcommittee, of which I do not happen to be a 
member, which is chaired by one of the fairest-minded Senators you 
can find. As he says, he will keep an open ear and open mind on this. 
You would not want him to do otiierwise. 

But I do appreciate what you said. Senator, about recognizing the 
seriousness of the situation. 

I want, again, to thank each and every one of you for being here, 

Senator Holland, Your names will all be made a part of the record, 
as already stat«d. 

This is the list? 

Senator McGovERN. Yes, Mr. Chairman. 

Senator Holland. We are glad to have had you here, and we hope 
that you enjoy your stay here in Washington; that is, if you can get 
your minds off your own troubles long enough to enjoy anything. 
Washington is full of good things to see. We think it is particularly 
beautiful at this time of the year. One of the comiJensations that we 
have for serving in the Congress, aside from the friendship of our 
consti^uentR. is that Waphington is a l>eiuitiful city. We hope you will 
enioy it while you a n> here. 

Thank you, gentlenien, foi- l»eing here. 
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I tmderstand. Senator Miller, that you are the first witness on the 
list this morning. We will be glad to hear from you now. 

STATEHEHT OF HON. JACK K. UIIXEK, A ir.S. SENATOR FBOU THE 
STATE OF IOWA 

Senator Miller. Mr. Chainnan and members of the subcommittee, 
I appreciate the opportunity to make this statement in support of S. 
612, to regulate imports of milk and dairy products. 

It is my pleasure to be listed as a cosponsor of this bill. 

I believe its early enactment is vital to the very survival of a large 
se^ient of our Nation's dairy industry. 

The members of this subcommittee are as well aware of the problems 
which farmers face as I am. For well over a decade they have been re- 
ceiving low prices for their products, wliile facing at the same time an 
unrelenting advance in the cost of production, and each month the cost- 
of-living index reaches a new alltime high. It was 116 in March, and 
it will be 118 in December, if last year's trend continues. The cost of 
farm production increased $2.5 billion in 1966, and, according to the 
President's Economic Report, farm debt increased $4.2 billion, which 
works out to an average of $1^20 increased indebtedness per farm. At 
the same time, the cost of this indebtedness, interest rates, were at their 
highest in over 40 years. 

While farmers have been paying higlier implement prices, higher 
interest rates, higher taxes and the cost of living goes up, they hare, 
in the words of tlie President's Economic Eeport, been faced with 
''stable or lowering prices for f ann commodities." 

It is understandable, then, that for many farmers this has been far 
more than a simple matter of survival. It is no longer a question of 
whether they will survive. Many have not survived. They have suc- 
cumbed. The fact is that in 1966 there were 122,000 fewer farms than 
in the year before, and farm population declined by 900,000, and many 
of these were dairy farms. Tnese are statistics which most deeply con- 
cern us who are Members nf Congress and especially those who are 
members of the Agriculture Committee. 

I do not wish to imply that I advocate, or will ever advocate, arti- 
ficially preserving methods of production that are outmoded and un- 
economical. The unparalleled standard of living which we all en|oy 
in this country is due too much to the tremendous efficienCT with which 
a relative few can, with generous natural resources, produce an abun- 
dance of food. Neither do the Nation's farmers wish to be permanently 
subsidized, either directly through Government paychecks or indi- 
rectly through the elimination of imports. 

But we must, at the same time, recognize the peculiar role which 
agriculture plays and the peculiar problems to which it is subject. It 
is beyond dispute that agriculture has a role in time of war that is un- 
surpassed in importance by any other industry, including the produc- 
tion of munitions. And in time of peace agriculture is called upon both 
to satisfy the requirements of an affluent society and to feed the under- 
nourished in less fortunate countries, where the future of freedom 
itself mav be at stake. The Nation therefore has a vital interest in 
maintaining a healthy, efficient agriculture. 

We must also recognize that agriculture is subject to vicissitudes of 
weather and markets that are not experienced by other sectors of the 



■i^^iOO^^Ic 



80 DAIRY IMPORT ACT OF 1867 

economy — vicissitudes to which it is difficult to react because of the 
tremendous investment and personal commitment which goes into 
every farming operation. We cannot expect the Nation's fanners to 
give their fortunes and their lives, and the lives of their families, to. 
this vita] industry and then ask them to abandon their commitment 
each time there is a temporary change in conditions. Statistics do not 
show, nor coi;ld they begin to show, what personal suffering arises 
when farms are given up, what dreams for the future are destroyed 
and what sacrifices of the past have been for a lost cause. 

Agriculture production, like all other forms of production, must 
seek its own level in a free marketplace, insofar as this is possible. But 
it must also be protected from fortuitous and artificial conditions. 

One of these artificial conditions is competition from foreign pro- 
ducers who, because of the subsidies they receive from their own gov- 
ernments or the low wage rates of their country, are able to market 
commodities in the United States at prices which bear no relaticm to 
the costs of our own producers. Until something better is worked out 
by means of international a^eements, domestic agriculture must have 
reasonable protection from imports. 

This was very properly done in the case of dairy products by Presi- 
dent Eisenhower in 1953, under authority of the Agriculture Adiust- 
ment Act of 1933. Quotas were established with respect to Cheddar, 
Bleu mold, Italian, Edam, and Gouda cheeses, butter, dried cream, 
m^ted, dried whole milk, dried skim milk, and dried buttermilk. How- 
ever, ingenious methods were soon devised to circumvent these quotas. 
A farcical game of musical chairs then commenced betweeuj on the one 
hand, the agile and imaginative foreign exporters, who shipped their 
products into the country in first one nonquota form and then another, 
and, on the other hand, the plodding Tariff Commission, which, with 
deliberation and hesitancy applied quotas to some of these products. 
It -would be amusing if it did not have such a crucial impact upon our 
own dairy producers. 

First, butter quotas were circumvented by a completely new product 
known as butteroil. The Tariff Commission then, after much delay, 
established a quota for "butteroil" which was more than one and one- 
half times the original quota for butter. Effective though overgen- 
erous quotas having been established for butter, circumvention then 
took the form of butterf at- sugar mixtures used in the manufacture 
of ice cream. It was given the name "Exylone." The Tariff Commis- 
sion ultimately reacted by prohibiting the import of these mixtures 
having 45 percent or more butterfat, A new mixture containing 44 
percent butterfat and 55 percent sugar was immediately devised, given 
the name "Junex" and imported in tremendous quantities. Following 
an ineffective attempt to curb imports through international agree- 
ment, the Secretary of Agriculture chose the route of limiting im- 
ports of products containing more than 25 percent sugar. The com- 
position of "Jimex" was immediately revised to 44 percent butterfat, 
24 percent sugar and 31 percent nonfat milk solids, 

Meanwhile, Colby cheese, a product substantially the same as Ched- 
dar cheese has been imported in tremendous quantities. In 1966, we 
imported Colby cheese having a milk equivalent of 552 million pounds 
and representing a twelvefold increase over 1960. Likewise imports 
of another nonquota item, frozen cream, has increased from none in 
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1961 to 178 million pounds (milk equivalent) in 1966. Nonquota dairy 
imports increased more than six times between 1960 and 1966, when 
they reached the astronomical figure of 2,472 million pounds (milk 
equivalent) . 

I have prepared a table setting forth some figures which I received 
from the Department of Agriculture. These will show the crisis mili 
producers face, and I ask that it be included in the record at this 
point in my remarks. 

(The table referred to follows :) 
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Senator Miller. Meanwhile, dairy exports have declined from $26& 
million in 1964 to $196 million in 1966, to $126 million in 1966. Domes- 
tic milk production has declined from 126,967 million pounds in 1964 
to 124,173 million pounds in 1965, to 120,230 million pounds in 1966- 

The following table gives a picture of wholesale milk prices, both 
in terms of current and "real" dollars. Note that while "real" prices 
went up 3,6 percent in 6 years, the prices paid by farmers — production 
and family living — went up nearly 12 percent : 
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This is the crisis facing the Nation's dairy farmers. The need for 
action is obvious. 

This bill, S. 612, is designed to end once and for all the musical 
chairs farce which has been going on between the Tariff Commissitm 
and foreign exporters for nearly a decade and a half— by applying 
the quota to any product having a butterfat or milk content of more 
than 6 pwcent. It also recognizes that there is a certain long-term 
level of production which can be economically maintained, exclusive 
of the shifting fortunes of international supply and demand— by 
basing import limitations upon actual imports during a base period. 
At the same time, it recognizes the fairness of sharing increased do- 
mestic consumption with foreign producers, and it has the flexibility 
to achieve this by permitting increased imports in prc^rtion to in- 
creased domestic consumption. 
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In othar Tort^ if the domestic consumption iuci'eased by 10 percent 
in a ^Tea year, th«i the base period quota vrould be increased by 
10 percent. 

Finally, it authorizes imports in excess of these amounts when the 
national interest requires, but an equivalent amount of domestic milk 
must be ranoved from the market if farmers are then receiving less 
than parity for their milk. I believe this bill should be enacted if the 
administration does not take steps to immediately, effectively, and 
permanently close the gaps in the present quotas. 

Thank you. 

Senator HoliAND, Thank you, Senator Miller. It is a very good 



The next Avitnees on my list is Senator Mundt, who is not present 
«t the moment but is supposed to be here in person. 

"We have several statements whicli have oeen submitted by Senators 
ond Congressmen who could not be here, nnd I will ask that they be 
placed in the record at this point, -without objection. 

These statements are from Senator Tower, Senator Harris, Senator 
Jordan of Idaho, Senator Hansen of Wyoming, and Congressman 
O'Konski of "Wisconsin. There is also a statement from Governor 
Breathitt of Kentucky. 

(The statements referred to follow : ) 

■Statement of Hon JoUn G. Towkb, a U.S. Senator From the State ov Texab 

Mr. Chairman, I ai^redate the oMwrtunity to present my arguments on 
behalf of S. 612, first iotrnduced by my dlstlDRUished friend from WlsoonaLu, 
^S^ia.tor Prosmlre. I address the Subcommittee as a co-sponNor pC this measure. 

S. 612 provides for importation of all dairy prodncts containing .'i per cent or 
more butterfat, hohfat milk solids, or a combination of the tn'o, of an amount 
^qulTBlent to the 19B1-I965 average. Provlstons are made In the legislation for 
increase of imports consonant with Increases Id domestic consumptlMi. In addl- 
tion, the Preslilent Would retain the right to authorize additional Imports If th^ 
were nweaatLTy. 

The essential value of the bill is that It tightens present controlw — which have 
too (Aeu be«t circumvented— by adherence to the letter of the law only. By 
specifying all dairy products containing 5 per cent or better of butterfat and 
taoV^t milk solids, the loophole is cloeed. 

Prices to farmers for milk and butterfat last reached parity prices In 1962. 
In four of tlie past Ave years, according to dairy (arm statistics prepared by tip 
National Milk Producers Federation, they have barely reached 75 per cent at 
paTity. 

Circumvention of present import regulations, particularly in the cases of 
vheCHes and Ice cream mises, has been fiagrant and domestic prodticers have been 
laBected, This situation has too long been ignored. 

The level of dairy Imports In 1967 Is approilmiitely to be 3.5 billion pounds Of 
mlTk (calculated on « dairy fat basis) or, put another way, twelve times the 
total autboriKed by Import quotas. 

I belleye S. 612 presents a fair program and set of guidelines which can be 
successfully administered. S. 612 closes the loop-holes under which prevloiut 
■quotas were circumvented. 

I heflrtily recommend Its passage, and 1 hope the Subcommittee will report 
It without delay. 



Mr. Chairman and members of the committee, It Is Indeed a pleasure to have 
this oj^wrtunlty to present testimony in support of the enactment of 8. 612, the 
bill you are considering here today to r^nlate Import of milk and dairy products. 

Mr. Chairman, the need for strict but sensible controls on the Importation of 
dairy products containing 5 per cent or more butter fat, nonfat milk solids or a 
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combination of the tno, bas been brongbt abont by the rapidly increasing; Im- 
portation of milk and dairy products over the past few years. Importation <rf 
milk and dairy products has been on a steady and continual increase since 1953 
and reacbed a new peak of approximately 2.8 billion pounds milk equivalent in 
1966. Tbese tremendous increases in imports bare taken place despite tbe fact 
tbat In 1953, by presidential proclamation, import quotas wne envoked. Tbe 
vast majorilj of imported dairy products have come into tiis country without 
being subject to the quotas established in 1953. This practice bas come about 
through successful efforts of importers and foreign exporters to evade tbe letter 
of tbe law insofar as butter fat content and other considerations arc concerned. 
New products have appeared on tbe market which are basically the same as 
products subject to the controls established in 1953 but are different in name^ 
and minutely different in composition. For instance, a non -controlled Item re- 
ferred to as Colby Cheese Is being Imiiorted into the country in tramendous 
volumes. Colby Cheese Is a product practically Identical with Cheddar CheeaCr 
however. Cheddar Cheese Is a controlled Item and Colby Che«c is not Thus 
Colby Cheese is presently entering the country at a rate nearly ten times the 
volume established as a quota for Cheddar Cheese. This practice <k evasion is also 
belug carried on with respect to products containing a certain percentage of 
butter fat The regulations established in 1953 applied only to products contain' 
Ing 45 per cent or more of butter fat Thu.i in order to evade this regulation, a 
new product referred to as Junex promptly appeared on the market and con- 
tained only 44 per cent butter fat and 55 per cent sugar. Junes, like Colby Cheese 
has been Imported In tremendous quantities in the past few years. 

The legislation we are considering today wilt place sensible controls on tbe- 
importatlon of alt dairy products containing 5 per cent or more butter tat, nou' 
fluid milk solids or a combination of the two. It would do this by permitting 
imports equivalent to the 1961-1965 average. The legislation would allow im- 
porters to sliare In the growth of the domestic consumption, and, furthermore, It 
would give the President the power to authorize additional Imports If he felt they 
were In the national Interest. However, if domestic market prices were less than. 
parity the Secretary of Agriculture would have to purchase a certain amount 
of dairy products authorised to be Imported by the President. 

Ur. Chairman, I feel that in view of tbe tremendous increases In Imports of 
dairy products the legislation we are considering today is certainly a fair and 
eqnitable method of dealing with the probtems that increasing imports create- 
for our domestic milk producing industry. During these years of high Importation 
of dairy products we have experienced a sizeable decline in the number of 
domestic dairy farmers. Should these conditions be allowed to continue we could 
very easily find ourselves in a short supply situation Insofar as fluid milk is- 
concerned. This would result in higher prices to our consnmer for fluid milk 
and fltiid milk products because of a lack of sufficient supply from domestic 
producers. Fluid milk by Its very nature, is not an Item that ran be imported or 
exported, and thus it is absolutely necessary that we maintain an adequate' 
domestic production of fluid milk to meet our growing domestic demands. 

Mr.. Chairman, I feel that the legislation b^ore you today is certainly a 
reoaonabie approach toward resolving the problems we are ivesently encounter- 
ing through excessive importation of dairy products. The f<»mula suggested Ini 
the legislation for determining Impart quotas will enable both our domestic 
producers and foreign exporters to know exactly how many pounds of dairy 
products we will allow in the United States In any given year. Thus it will stabilise- 
domestic production and will go a long way toward controlling the loss of domestic- 
dairy farmers which we have experienced during the high Import years lust 
passed. I fee) that this is a very Important piece of legislation. Mr. Cbafiman, and: 
I would, therefore, urge your Committee to consider It favorably and report It 
aa expeditiously as possible. 

Thank you. 

Statkment of Hon. Lew B. Joodan, a U.S. Senator F'rom the State or Idaho 

Mr. Chairman, no part of our agricultural economy is suffering more under the 
frustrating and damaging cost-price squeeze than the dairymen. The plight of the 
domestic dairy Industry could scarcely l>e more serious. 

The number of dairy farms in this country has declined from about 2.4 million 
in 1940 to around 500,000 today. At this rate of decline, there will be no dairy- 
farms by 1980. Domestic milk production fell by 4% last year. More and more 
dairymoi are selling their herds and getting out of tbe JMisIness. 
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Obviooaly, it is not In the natlonEiI interest for thU trend to continue. It la 
vital to the health and securit7 of the nation tbat domestic sources fumisb a 
dependable supply of dairy products to our people. For this reason alone, present 
trends are a matter of tbe deepest concern. 

We liave focused a great deal of attention in the Congress in recent years on 
the needs of those who have not shared equally in this nation's general prosperl^. 
Our productive dairy farmers are among those who have been left out. 

Dairying Is hard work. It requires long hours. If goveroment has the responsi- 
bility to shape policies and programs, to assist those who tiave been denied a 
productive roie in our society, surely It also has the responsibility to shape 
policies to protect and encourage producers. 

Mnch of the damage Inflicted on our dairy Industry in recent years can, I think, 
be traced to Imports. While the volume of imports continues to Increase, the 
ntunber of dairy farms continues to go down. I helleve there Is a connection. 

We do have import controls on dairy products, but they are ineffective. Foreign 
producers And It all too easy to follow a policy of calculated circumvention. It 
is not only unjust but also short-sighted to permit imports of commodities to take 
over an unfair share of our domestic markets. Yet this Is precisely what is per- 
mitted by loopholes In our quota system. Since 1960, dairy Imports have risen 
from 604 million pounds (milk equivalent) to 2.7 billion pounds in 1066. Predic- 
tions indicate that dairy imports this year will be 3.5 billion pounds or more. 
The estimated total of imports of dairy products Into the U.S. In 1967 will ap- 
proximate levels twelve times above the total authorized by import quotas. 

The Agriculture Adjustment Act sets forth the goal of fair returns to agricul- 
tural producers as national policy. The present import control.s are like a sieve. 
They are too easily eva'ded. Thus, our Import policy is undermining the goals for 
agriculture set forth as national policy. 

S. 812, the Dairy Import Act of 1967, deals directly with the problem. I believe 
It offers an effective solution. The bill Is straightforward. It guarantees to 
American producers a determinable and fair share of the market. It provides 
controls predicated on average imports of a reasonable base period, but also 
offers flexibility, so that as the domestic market expands, the Import total can 
increase in ratio. S. 612 would end circumvention of the quota system. It would 
not cut off Imports but it would make sure that they cannot displace domestic 
production. 

In my state of Idaho dairying is about a $50 million per year business which is 
big business in that state. There are nearly 17,000 dairy farms In Idaho and I 
have received a tremendous volume of mail from dairymen In the state outlining 
their situation. What they tell me boils down to this, "Without some action to 
protect our Industry, we just cannot afford to stay In the dairy business." 

Mr. Chairman, I believe that S. 612 offers a fair, reasonable and workable 
approach to the import problem and a big step toward Improving conditions in 
our dairy industry. Everyone recognizes that trade is a two-way street. But trade 
must not be permitted to virtually liquidate a vital domestic Industry. 

I wish to make It clear for the record that the Dairy Import Act of 1967 has 
the full support of tbe dairymen in my state of Idaho and that it has my fnll 
sapprat. I earnestly hope that the membere of this Committee will decide that 
this bill merits early passage. 

U.S. Senate, 
Wagftinffton, B.C., May 15, 1967. 
Hon. Spessabd T.. Hollabd, 

Chairman, Subcommittee on Agricultural Production, Marketinff, and StabUlea- 

tion of Price*. Committee on AgricuititTe and Foregtry, Senate Offce Build- 

ing, Waghington, D.C. 

Ddab Sebatoe Holland : Wyoming, although not a large producer of dairy 

products, suffers the same depressing conditions that plague dairy fairmers 

throughout the nation. Most certainly the time has now come for Congress to 

close the loopholes of our present system to control imports of dairy products. 

No longer can the dairy farmer depend on Import quotaa established years 
ago by eiecutlve order. No loiM^er can the dairy farmer permit the flagrant evasioin 
of import quotas by the simple process of shipping in a dairy product not previ- 
ously imported. No longen: can the dairy farmer tolerate the "history of imiwrts" 
for use as a quota for enlai^ement of quotas. 

The Importers and foreign manufacturers of dairy products have been in- 
senlons : Even before thin Mil can be enacted, the TT.S. Department of Agriculture 
predicts the total imports In 1967 will approximate 3.5 billion pounds of milt 
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(calcnl&ted mi a biilMrfat baMa). Tbls levd ot imports la 12 times tlie total 
authorized, by Import quotas] 

I am bappy to Join In support (rf S. 612, wbicb will regulate Imports of milk 
and otlier dairy products. It represents legislation tbat is realistic — legislation 
that will permit imports to sbare In onr Increasing markets wttbout subterfuge — 
Ic^slation tbat will give our dairy farmers mucb-ueeded support and relief. 

Let us close the door on unfair imports before any further dairy markets 
are lost. 

I would appreciate this letter being made a part of tbe Record om S. 612. 

Respectfully submitted. 

CUFFOBD P. HAKBBN, 

V.S. Senator. 



Mr. Chalrmau. I appreciate tbls opportunity to present testimony on tbe 
adverse and disastrous effect of tJie tremendous increase In dairy Imports on our 
agricultural economy. The very fact that 136 Congressmen and over half of tbe 
membership of the Senate (56 to date) have introduced the Dairy Import Act of 
1967 is strong evidence of the deep concern of the Congress. 

My BUI, H.R. 6490, was one of the early Dairy Import Act Bills Introduced in 
the House. Ah a Congressman representing a major dairy area, I am very bope- 
ful tbat these hearings will bring about recammendBtions and laws to drauticaUy' 
reduce dairy imports. 

The dairy Industry Is plagued with tbe Import problem and wltb flagrant 
violatioiiB of the intent of the import contnri law. Ever since quotas were flrst 
Inroked in 1953, they have been continuously enlaced and eroded so tbat now 
they are 567 per cent above 1963 levels. 

Department of Agricultural figures show that 0.9 billion pounds «C dairy Im- 
ports (whole milk equivalent) entered our country In 1965. In 1966 they rose to 
2.7 billion pounds, equaling the milk which could have been produced by over 
300,000 American cows or the production of more than 6.000 U.S. dairy farms hav- 
ing 50 cows each. Ctirrent estimates indicate that dairy imports will make 
another astronomical Increase this year — to almost 4 billion pounds. 

T^ere can be no aigumcnt that there are serious loopholes in the present struc- 
ture under which dairy products, almost tike those under quota, are allowed 
to enter and displace our domestic market. Foreign Colby cheese and butter-fat. 
sugar miitures are the worst offenders. In 1968 C<riby imports reached only 
540,000 pounds. In 1965 they rose to about 14 million pounds; last year they 
jumped to more than 46 million pounds, about 12 times the established quota 
for Cheddar che«ie. Likewise, imports of sugar, butter-fat mixtures increased f r<mi 
3.4 million pounds In 1965 to 105.6 million pounds in 1966. Imports of frozen 
cream increased about 50 per cent to 1.6 million gallons last year. In all. butter- 
fat Imports amounted to about 12 per cent of the net milk and cream used In 
frozen desserts and ice cream last vear. 

Wisconsin, long famous as rhe Dairy State, producing IB per cent of the 
nation's milk supply and 25 per cent of its cheese. Is especially hard hit. 
Estimates have lieen mnde that. If rtalry imports had not Increased lost year, 
income to dairy farmers would have been upped approximately $1B5 million or 
about J640 per farmer. The Western Wisconsin dairy farmer who receives only 
61 cents an hour for his long hoiirw of labor and high-priced machinery and 
equipment is understandably frustrated and angry. It is no small wonder 
that an average of 170 farmers In the USA Are quitting each day and that some 
125,000 dairymen left their farms In tbe past 2 years. A noted University of 
Wisconsin dairy economist recently predicted that by 1980 the niimber of dairy 
farms will drop from 600,00 to 200.000 and that dairy herds in Wisconsin, now 
at 86,000, will drop to 40,000. 

The argument Is given that we must allow agricultural imports so that we, 
in turn, may have a market for our agricultural exports. However, this should 
and must not be done at the expense of tbe American dairy farmer. Again, 
U. S. Department of .^riculture figures show that dairy products are definitely 
on the losing side of the ledger. In terms of dollar value, dniry product imports 
Increased from $62 million In 1964 to ^93 million in 1966. On the other side 
-of the books, we find that the dollar value of dairy product exports decreased 
from $265 million in 1964 to $126 million in 1966. 
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What we are doing. In cAect, is gubaidtzlng tlie llareifpi dairy fanners and 
driving our own tarmers off tbeir land. It Is Ironic to note tliat jTist recentl; 
3,253 eases ot Danish Colb; cbeese were ablpped to Oreen Bay, WlscoDrin. 
Eunqiean bntter is shipped to the U. S. for 20 cents a poond. Other fbreigu Im- 
ports have been sold In the United States for as little as 20 cents a pound when 
support levels in the forel^ countries involved were as high as 66 to 70 cents 
per pound. 

Way back In 1962, on August 20 to be exact. In the Congressional Record lor 
that day, I predicted the dire consequences of selling oar American industries 
and jobs down the river by uncontrolled and unwise Imports, I then stated : "It is 
costing the taspayers ot the United States of America approximately $40 mil- 
lion a year to buy up the surplus and store the snrplus dairy products of Ameri- 
can dairy farmers because of imports. In other words, we import foreign dairy 
products so that we have a surplus of our own dairy products to pay storage 
on." . . . "While Wisconsin Is compelling Its farmers to spend money for costly 
sanitation facilities, we permit the Importation of millions of dollars of the 
same products from countries that have little sanitary regulations If any." 

It is my sincere hope that the Tariff Conunission and the President will takfr 
prompt and sencdble steps to curb the influx of price-depressing Imports ami 
that Congress will shortly adopt legislation so that the American dairyman 
will never again And foreign dairy imports slowly destroying his livelihood. 



Statement or Ho.v. Edwarb T. Breathitt. Govebkor of the State op Kebtuokt 

Agriculture, the largest single Industry in Kentucky, is the mainstay In our 
economy. Directly or Indirectly, it provides a livelihood and employment for 
nearly 40 per cent of our work force. 

Dairying accounts for nearly 15 per cent of the state's agricultural incHne. 
Hence, economic force which causes supply to get out of balance with domeetic- 
demand, such as occurred in 1966, and so far this year, destroys our dairy econ- 
omy and lowers the purchasing power of Kentucky aiiriculture. 

The present system of market orders and agreements provides reasonable 
saf^uards for both producer and consumer In terms of supply and price. We 
recognize that world trade Is important to our ecraiomy. NegoUatlon of import 
quotas under the Reciprocal Trade Agreement Is also vital to the U.S. economy. 
But, so Is the economic welfare of our dairy industry. In view of the (act that 
(1) dairying is caught in a serious "cost-price" squeeze, and that (2) people andl 
productive resources are moving out of agriculture, it is recommended ; 

A. That Imports of dairy products be restricted to a level which will not 
have a depressing price Influence upon the U.S. dairy industry, and 

B. That dairy Imports not be allowed to affect adversely ecMiomic growthi 
and economic pn^reas in the agricultural sector of our economy. 

Producers and other Kentucky dairy Interests liave been directly and adversely 
affected by exceptionailly large imports of dialry prodnofB during the lasit 1 to 1% 
years. The volume of non-quota dairy imports, such as (1) Colby cheese, (2) 
butterfat-suger mlxea, and {31 heavily subsidized butter, have exerted a strong 
downward pressure on price Id the market places of Kentucky and across the; 
nation. 

As a consequence, net producer income has weakened to the extent that produc-- 
tire resources in the form of labor, capital, and management have been forced, tof 
economic reasons, to leave agriculture. Dairy cowa numbers hare declined 5 per 
cent, from 466,000 to 431.000 during 1966.' 

Dairy imxtoits increased to 2.8 billion pounds In milk equivalent in 1066 com- 
pared with 0.8 billion XKmnds in 1965. Non-quota products account for most of 
the gain.' These Imported products are not only undermining the Kentucky 
markets, but they are eroding the productive base of our agricultural economy. 
For example, Kentucky ranks fifth in the production of American cheese, produc- 
ing about 60 million pounds a year.' Colby cheese vs a close substitute for Ameri- 
can cheese. During the first three months of 1067. the imports of Colby cheese 
amounted to 25.5 million pounds as compared Co 10,4 million pounds in the same 
quarter in 1966. This is having an Immediate effect upon Kentucky's dairy 
industry. 

' Kevtuckv Apricultural Statlgllet. 

' AgrScaltural Outlook Dlgett — E.R.S. 1ISDA, April 18. 1667. 

' Kentucky Afrlcuttitrai S«o(l)«ir", 
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Kentucky faas a substantial lee cream industfy.' Hie Import of tow-priced 
batterCat-aogar mixes, if continued, will have a depressing efEect i^on thia grow- 
ing industry. In the first quarter oT 1967, over 15 million pounds ot various 
Initterfat-sugar miies were imported against 8.3 million pounds in 1966.° 

The economic Impact of these mixtures Is, I think, illustrated toy the following 
«xajuple. 

The Oscar Ewing Etaiiy, LoulBvllle, Kentucky, informs me that It can siAstitute 
an Imported hutterfat-augar mixture at 67.7 cmts per pound for locally pro- 
duced butterfat now costing 80 tents per pound, and save 12.3 cents a pound. 

Mr. Robert Johnson, General Manager of the firm says, "To remain conjpedtive 
in the martlet place, I must consider doing this even tbough I personally prefer 
to use the local product." 

In 1965, Kentucky was the leading butter producer in the South Central Area 
■of the United States. Continued Imports of subsidized butter may well spell 
«conomic death of this phase of our dairy industry. 

For example, our Kentucky milk producers cooperative, Kyana Milk Producers, 
Inc., LouiBTllle, Kentucky, tells im that for the first time in eeveral years, there is 
presently no domestic market for their 93AA butter. Since January the coopera- 
tive has sold over 700,000 pounds of butter to the Commodity Credit Corporation 
under the price suiQioTt program. 

From March let to May lat of this year they sold over 17 million pounds of 
surplus milk to local manufacturers at prices below their cost This repres^tted 
A loss <rf $500,000 to dairymen served by this cooperative. 

It la clearly evident from the above data that excessive "nMi-quota" imports 
bave a depressing effect upon our agricultural economy and the growth of our 
rural producing power. 

In vie™? of thin evidence, we furtb^ reconunend : 

1. That specific quota definitions with clear-cut wording and practical 
interpretations, along with product descriptions, be developed ; 

2. That quality control standards, egual to and in keeping icith all health 
and sanitation atandardg impoted upon the American prodttcer, be eguallp 
impoaed upon all dairy productt imported into the United Btateg; 

3. Tliat import regulationa be written so aa to prohibit "Invasion by 
evasion," and that Import markeft: strategies be kept under constant scrutiny 
to prevent such occurences. 

Senator Holi^and. The Department witnesses will now be heard. 

Who is here from the Department ? 

Mr. FiNNBR. I am here, sir. 

Senator Holland. The next witness will be Mr. W. F. Finner, Head, 
Staff Economists Grroup, who is accompanied by A, K. DeFelice, As- 
sistant Administrator, International Trade, and T. W. McCabe, Qiief, 
Itnport Branch, FAS, IT.S. Department of Agriculture. 

Will Tou gentl^nen have a seat at the table! 

Mr. Finner. Yes, sir. 

Senator HoUjANd. I may say, again, for the record, that we have not 
had any communication from the Departaient of Agriculture stating 
their position upon this proposed legislation, Mr. Finner. 

STATEMENT OF WINN F. TUnHEFL, HEAD, STAFF EOOKOHISTS 
OHOUP, U.S. DEPAKTMEMT OF AORlCUITUilE; ASJf A. E. 
TteFEUCR, ASSMTANT ADMINlSTEArOE FOR INTERNATIOSAI 
TILADE, POEEIGN AGBICUITTTEAL SERVICE, TI-S. DEPAETMENT 
OF AOBICULTITEE 

Mr. Finner. Mr. Ohairman and members of the subcconmittee, we 
have planned this morning rather brief statements on two points which 
we believe may be of value to the subcommittee these two statements 
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concern: (1) the actions now underway aimed at limiting dairy im- 
ports sharply. I will briefly cover that point. And (2) some Background 
material which may also serve the committee's needs, which will be 
presented by Mr. DeFelice. 

Senator Holland, AVhy is it that we have received no statement 
from the Department of Agriculture giving us their position upon this 
leffislation ? 

Mr. FiNNER, TJiis matter, sir, is still under review, 

I should say that the consequences of the section 22 investigation now 
being conducted by the Tariff Commission will be pertinent, I be- 
lieve, to the Department in reaching its decision on S, 612. 

Senator Holland. When is the conclusion of the Tariff Commis- 
sion expected? 

Mr. FiNNER, We have been informed by the Tariff Commission that 
they will give this expeditious treatment. We are expecting rapid 
action, which the Secretary requested of the Tariff Commission, 

Senator Holland. Will that mean within the next week, or the next 
month, or this year, or what? 

Mr, FiNNER. I believe that we would be considerably surprised if 
this did not take place sometime between now and the end of next 
month. 

Senator Holland. The end of June? 

Mr, FiNNER. Yes, sir. 

Senator Holland. All rig:ht. Thank you. Do you wisli to be heard 
now on tlie possible effects of the Tariff CommissicHi action ? 

Mr, FiNNER, Yes, sir. 

Senator Holland, Is this your prepared statement? 

Mr. FiNNER. Yes, sir; it is. 

Senator Holland, Do you wish it incorporated into the record! 

Mr. FiNNER, I would like to have that in the record, and then I will 
make a few brief comments relating to it. 

Senator Holland, Without objection, we will place it in the record 
at this point, and you may proceed as you wish to point up your 
statement. 

(The prepared stat^nent of Mr. Finner is as follows:) 

Mr. Chairmen, perhaps it would be nseful to the Committee to have a brlet 
rundown concerning actions which are now underway aimed at a substantlsl 
reduction In Imports of dairy products. 

The sharp Increase In dairy Imports over the past year and a half may have 
ohscnred the fact that there have been limitations which have held dairy Imports 
to reas<mable levels durlnf; most years since 1953. Theee Import controls are main- 
tained under Section 22 of the Agricultural Adjustment Act which provides au- 
thority and a procedure for limiting dairy imports. This authority has been used. 
In no year during the period 1968 through 1965 did imports of dairy prodncts, 
on a milk equivalent basis, reach one billion pounds and In most years Qiey 
were eonsiderably less. During each of these years imports amounted to between 
three-tenths of one percent and seven-tenthe of one percent of domestic pro- 
duction. Investigations indicate that when milk supplies are in balance with 
commercial requirements and CCC purchasing Is not an appreciable factor In 
the market, a change of 1 percent In milk supplies Is likely to cause an opposite 
change In farm prices of some 2^ to 3 percent. During periods when prices are 
near the support level, additional imports are reflected mainly in larger price- 
support purchases rather than lower prices. 

The new action now in progress under Section 22 prouilses to make Section 22 
limitations more effective, and reduce dairy Imports to about the level existlns 
before the sharp Increase began to develop. In particular, the Secretary of Agri- 
culture in teati^ng before the Tariff Commission on May 15, 1967 recommended 
that: 
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"the overall volume of dairy Importe stionld be drawn down to a level which 
vrlll approximate the level of Imports In 1963." 

The milk equivalent of imports in 1965 was 918 million pounds— about the aame 
as the 1963-65 average (888 million pounds) Bnd only moderutely above the 
196I-6S average of 844 million pounds. 

In other words, the Section 22 action now in progress promises to reduce 
dairy imports sharply to the l>eneflt of both our dairymen and the domestic price 
support program. 

In directing the Tariff Commission to condnct its investigation of the effect of 
dairy imports on oar price support program and to develop recommendations, 
the President urged the Commission to complete its study and report back aa soon 
as practicable. In other words, we expect a cutback In Imports to become effective 
in the very near future. 

We woQld like to add at this point a passing note with respect to our 
agricultural trade generally. American agriculture has been succ^'ssf ul In develop- 
ing and substantially Increasing the volume of agricultural exports over the past 
several years. Exports during the current fiscal year, for example, are expected 
to be about $7 billion — over 60 percent — above exports in 1960. Most at this 
increase has come abotit from an increase in commercia! sales inasmuch as 
concessional sales have remained fairly steady. This past year, out of each dollar 
of cash receipts obtained by Anterlcan farmers from the sale of their products, 
IT cents was accounted for by sales in the export market. The export market 
has been growing at a faster rate than has the domestic market for agricultural 
products generally. We believe It Is important not only that we hold these gains 
but that we continue to develop larger markets abroad In the years ahead. By 
1970, our exports could well be a billion dollars higher than they are this 
year and further increases are expected in the years after 1970. These gains, 
however, could be jeopardized by actions unduly limiting U.S. Imports. Trade, 
If It la to continue to expand without Involving additional goveimment expendi- 
tures, must be built on a solidly-based two-way streeL In this setting, we believe 
that the use of Section 22 authority to limit Imports of dairy products has been 
accepted generally by the world trading community. Under the General Agree- 
xoMmt on Tariffs and Trade, the U.S. has had a waiver recognlilng the continued 
use of this authorl^ as the need aro«& 

We expect that the Section 22 action now underway will become effective in 
the near future and sharply reduce dairy imports. Further, we believe that these 
Import restrictions will be effective and will not be so readily avoided as In 
the recent past. We look to a decision that will strengttien our controls, make 
our support program more effective end improve tlie econ<»nic positioo of dairy 
farmers. 

At tbe request of your staff, we haMened to pat t/«ether scmie tables oa 
Imports and trade which are needed by the Committee In this hearing. If there Is 
other arallaWe Information In tie Department on this matter of use to this 
Committee and not Included on these tables, we shall be pleased to furnish It. 

Mr. FiNNER. The purpose of this statement and my remarks is to 
briefly describe the actions now underway which we rather confidently 
feel will r&suit in a sharp cutback in the imports of dairy products. 

Senator Holland. This action results from a request and a recom- 
mendation made by the Secretary of Agriculture, upon which the Presi- 
dent has acted, instructing the Tariff Commission to conduct hearings 
OHiceming. Is that correct ? 

Mr. FiNNER, That is correct, sir. 

Senator Holland. Please proceed. 

Mr. Pinner. I think that we may sometimes tend to forget, as Sena- 
tor Miller stated, that section 22 has been operating each year since 
1953, and during the period 1953-65, was effective in limiting im- 
ports to quite modest levels, I have a table that will be preeentSd by 
Mr, DeFelice showing tbe imports of dairy products each year, in 
terms of milk equivalent, and as a percentage of domesfic milk 
production. 

In no years during 1953 to 196,^ were imports a^ large as 1 billion 
pounds of milk equivalent. In most years, they weite more nearly one- 
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half billion pounds, milk equivalwit. In no year during that period were 
imports as ikrge as 1 percent of the domestic production, and in most 
years were only about one-half this proportion. 

The investigations that we have done, that have been conducted 
hj some of the State universities, would indicate that a change of 1 per- 
cent in supply of daiir products would be expected to affect prices in 
the opposite direction by 2% to 3 percent. 

We cannot, admittedly, precisely measure these variables, but this 
■would seem to be the lesson of history on this point. 

This relationship would exist in periods when the Commodity Credit 
Corporation was not buying appreciable quantities. If it were Mid 
prices were at price support levels, we woula expect addititmal imparts 
would be reflected largely in terms of larger ITSDA purchases rather 
than lower market prices. 

What I am saying is that if we liad completely barred, banned im- 
7>orts during the period 1953 to 1965, we would have expected priees, 
at least in the early part of that period, to have averaged perhaps 
1 to V-/^ percent larger than they, in fact, did. 

Now, as to the new aotiiOTi that is underway. The Secretary of A^- 
culture, in testifying Monday of this week, recommended before the 
Tariff Commission — and I quote from his testimony : 

The overall volume (^ dairy imprnts aboatd be drawn down to s level wblcb 
win approximate the level of imports in 1965. 

TTie milk equivalent of imports in 1965 was 918 million pounds. This 
is fairly close to the 1963-65 average, which was 888 million pounds 
and only moderately above the 1961-65 average of 844 million pounds. 

In other words, the section 22 acti<m now in progress promises to 
reduce dairy imports sharply to the benefit of both our dairymen and 
the domestic price siipport program. 

In directing the Tariff Commission to conduct its investigation of 
the effect of dairy imports on our price support program and to de- 
velop recommendations, the President urged the Commission to com- 
plete its study and report back as soon as practicable. In other words, 
we expect a cutback in imports to become effective in the very near 
future. 

I would like to conclude my statement on the sectimi 22 action by a 
brief note, sir, on the place of the present action in our whole agricul- 
ture trade picture. 

Briefly, American agriculture has been successful in achieving some 
substantial gains in exports over the past several years. Dur exports 
this fiscal year look as though they will come pretty close to $7 billion, 
maybe a little bit higher. This will be about 50 percent larger than they 
were back in 1960. 

Senator Young. May I ask a question there ? 

How much of our exports are giveaway or donations or sales for 
foreign currencies ? 

Mr. FiNKER. On the giveaway, we have a table that will give this 
data year by year. The giveaway quantity has remained quite omstant 
for the last decade. It is around one and three-quarter bdlion. 

Senator Young. How much of the total is sales for foreign currency, 
which is practically worthless so far as we are concerned? 

Mr. FiN-NZR. I will let Mr. DeFelice answer that. 

Mr. DeFeuce. The table gives that. 
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Mr. FiNNBR, The giveaway and foreign currency sales. 

In other words, our exports this fiscal year for doIlarSj we think, 
will run about $5^ billion, with concessional sales making up the 
balance of $7 billion. 

Senator Yottno. That would mean over a billion dollars in foreign- 
current sales? 

Mr. FiNNEE. Yes, sir; that is right, sir. We will insert a table show- 
ing commercial and concessional exports. 

Senator HoiiANn. For foreign currency! 

Mr. FiNNiai. Yes, sir. 

(The table is as follows :) 
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Mr. FiNKEK. The growth in our export market, the growth in our 
dollar export sales, has been somewhat larger than our expansion in 
domestic sales over the past decade. 

This past year, 17 cents of each dollar American farmers got in cash 
receipts from the marketplace came from sales that were made in the 
export market. 

We believe that it is important that we hold these gains. 

We are looking, as our Secretary has pointed out, to the good pros- 
pects of increasing our exports, at least to $8 billion by 1970, with a 
higher proportion, sir, being in the commercial, in the hard dollar 
category ; and for farther increases beyond 1970. 

In this setting, we believe first that a section 22 action as a means 
■of limiting dairy imports is a procedure that has been generally ac- 
cepted by the world trading community, and second, under the general 
agreement on tariffs and trade, the United States has a waiver recog- 
nizing the continuing need to use this authority when an occasion 
such as the sharp increase in exports of the last year and a half arose. 

Senator Holland. You mean that the Geneva Convention and the 
proceedings in connection with it— the convention that has just termi- 
nated — recognized the existence of the section 22 procedure, the need 
for it, and the justification for it? 

Mr, FiNNER. Yes, sir. 

Senator Holland. Go ahead, please. 

Senator Yotinq. Let me ask you this question : How much are our 
dollar imports of farm commodities ? 
7»-«ll— « T 
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Mr-DaFEucE. About $4.4billion this past year. 

Senator Young. Even though we are the greatest agricultural na- 
tion in the world, our imports are not far mIow the amount of ©ur 
dollar exports? 

Mr. FiNNER. For commercial sales, that is right, sir. 

Mr. DeFexice. Our dollar-sales exports have exceeded our dollar- 
sales imports for the last 8 of 10 years. As Secretary Freeman has 
stated on several occasions they make a substantial contribution to the 
balance-of-payments situation. 

Senator Young. We would be entitled to have a sizable export mar- 
ket, because every time any nation in the world gets hungry, they come 
to us for food. 

Mr. FiNNER. Yes, sir. Our imports of agricultural products are 
about half and half, one-balf being noncompetitive products such as 
coffee and iea, and the other half being products such as wool and sugar 
that do compete with our products. They are also produced in this 
country domestically. 

Senator Holland. What are the important imports, agriculturally 
speaking, which we do not produce, such as coffee and tea? 

Mr. DeFelice, Cocoa, tea, and bananas. 

Senator Holland, Cocoa and tea and bananas. 

How about various extracts and spices ? 

Mr. DeFelice. Yes. 

Senator Holland. Then, if I understand your testimony, this total 
of something around four and a half billion of total exports, only 
one-half of it or less than that relates to products such as wool and 
sugar which we ourselves produce but produce in an insufficient quan- 
tity to supply our own wants ? 

Mr. FiNNER. Yes, sir. Let me point out that in the categories that 
we produce, such as wool, our domestic mills find a need for a much 
larger quantity of carpet wool than they can obtain from the domestic 
producers. 

Our tobacco people find a need for types of foreign tobacco which 
they must have which they thus far have not been able to obtain from 
domestic sources. 

The U.S. Congress in enacting the Sugar Act established certain 
ratios as between the supply that should come from domestic sources 
and that which should come from foreign sources, so that without sub- 
stantial readjustment, our domestic economy at the present time would 
not be in a position to supply our needs with respect to sugar. 

Senator Holland. Well, as to tobacco, however, our exports are 
much greater than our imports. 

Mr. FiNNER. That is correct. 

Senator Young. We could greatly increase our domestic sugar pro- 
duction. There is nothing our farmers would like better than being able 
to do so. 

Mr. FiNNER. That is correct. This could take place, surely. And we 
could move toward much closer self-sufficiency in sugar production. 

Senator Holland. But that is a program that you are bound by, by 
what the Congress passed in the way of legislation, are you not? 

Mr. FiNNER. I felt a little bit r^rain»l to mention that. This is 
correct. 
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Senator Mondalb. Woold it not be helpful at this point in the rec- 
ord to have the Department submit a table of the items of agriculture 
products being exported and the dollar value of those, and those same 
figures for the imports? 

Senator Holland. I tliink that this would be an appropriate place 
for such a tabl^ and I think that it would be helpful. 

Can you supply that for the record ! 

Mr. FiNNER. Yee, sir, we would be glad to supply it. 

(The information requested follows:} 
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Mr. FiNNiat. I might, Mr. Chairmaii, draw my remarks to a con- 
clusion by a brief summary. 

The Secretary of Agriculture in late March recommended to the 
President that a section 22 action aimed at limiting dairy imports be 
initiated. The President shortly thereafter direct^ the Tariff Com- 
mission to conduct the necessary review, such as section 22 authority 
in the Agricultural Adjustment Act calls for, and asked it to report 
to him as promptly as practicable. 

The Tariff Commission has had this matter under review since that 
period, including hearing that began early this week. 

Our Secretary, in testifying, recommended that dairy imp<H^ be 
cut back about 75 percent, from the levels that otherwise we would 
think would take place this year. "VVe believe that, first, the Tariff 
Commission assessment will nnd the need for a sharp cutback, and, 
second, we feel that the Tariff Commission will have recommenda- 
tions in hand shortly, so that they can be sent to the White House 
and certainly we expect to see changes incorporated into the import 
control features authorized by section 22. 

Senator Holland. As I understand your earlier statement, it in- 
dicated that the Secretair's testimony preferred action under the 
section 22, as to these levels which he hopes will be taken, to be fixed 
at the 1965 level of imports or on some other basis? 

Mr. FiNNES. His statement was drawn down to the approximate 
level of 1965. I think that he would visualize, in effect, that the level 
of control would be quite near the 918 million pounds which were 
our actual imports in 1D65. 

Senator Holland. I believe that you staited that there was no greater 
substantial difference between that and the average level resulting 
from the 3-year period of 1963, 1964, and 1965, or from the S-year 
period of 1961-65? 

Mr. FiNNER. That is correct, sir. 

There might be a difference in the adjectives that would be used 
to describe me 844 million pounds total, which is the 1961-65, and the 
918 million in 1965, but it does work out, I believe, to about one- 
twentieth of 1 percent of our domestic production ; that is, domestic 
milk production, and we believe it would be inconsequential so far 
as price impact is concerned, and its impact on our purchase program. 

Senator Holland. Do I understand your testimony to mean also, 
that you think that such action which you hope will be recommended 
by the Tariff Commission and promptly taken up by the President 
will be acceptable to world agriculture trade, more acceptable, in your 
opinion, than the passage of an act such as that which is before us? 
Is that what I understand you to say ? 

Mr. FiNNER. Yes, sir. I hesitate to make even an indirect reference 
to S. 612, but I believe that would be our conclusion. 

Senator Hollaxd. The failure of the Department to comment up 
to this time is not to be based then by any means on any total dif- 
ference in point of view but is more to be measured against the testi- 
mony of the Secretary earlier this week before the Tariff Commission 
as to what he thinks would be the most appropriate action! 

Mr. FiNNiai. Sir, that is completely true. I might just add this 
point: There has been some discussion as to why the Department did 
not initiate this action earlier. Perhaps, we could have moved a little 
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more promptly. Nevertheless, our lawyers tell us that our principal 
case before the Tarifif Commission is to demonstrate an interference 
with domestic price-support programs. As a matter of fact, price- 
support purchases had been almost at zero, the zero level, for most 
of 1966, and we will have a table summarizing this, to mid-December 
1966. And there was considerable difiference of opinion within the 
dairr industry as to what the immediate trend in milk production 
would be. 

The Department's position all along, I believe, has been that we 
need to sharply reduce dairy imports, but we wanted to be able to 
go before the Tariff Commission with a case that we thought we could 
win with. 

Senator Holland. As I understand you, now, beginning in Decem- 
ber, the sale of dairy products to the Government, under the price- 
support program, showed a large increase and it has showed that in 
a progressive wt^ from that time to now ? 

Mr, FiNKER, That is correct, sir. 

Senator Holland, I agree with you. That would enable the Depart- 
ment to make a more impressive case before the Tariff Commission. 
There couJd not be any doubt about that. I also agree that the Sec- 
retary has to consider the matter of expenditures of the Federal Gov- 
ernment under the price-support structure which is a matter of very 
great concern to him and to the Nation. 

The committee, as a whole, will have to pass upon the matter. We 
do hope that early recommendations from the Secretary may be re- 
ceived, relative to this bill, because we realize that you are not in a 
position to make any such recommendation now. We realize that 
other departments of our Government having to do with foreign 
trade such as Commerce and State and others will have points of 
view which we know will be considered by the Tariff Commission, by 
the President, and by this committee, but I think Uiat early action 
on this bill must be taken, unless there is very early action in some 
other field that is adequate; that is, unless there is such and is so re- 
garded as adequate by this committee and the Congress, 

Mr. FiNNER. Yes, sir. 

Senator Holland. All right. 

Senator Young ? 

Senator Youno. Do you have any indication as to when the Tariff 
Commission will take action on this ? 

Mr. FiNNER. Nothing beyond what I stated a moment ago, the re- 
quest for prompt action by the President. The fact that the Tariff 
Commission has had this under review since early April; the fact 
that last year's Tariff Commission hearii^s beginning at the same 
time, produced a recommendation to the "VVnite House, m early June, 
leads us to believe that we could reasonably expect about the same 
sequence tliis year. 

Saiator Yotjng. Do you have some additional comment. 

Mr. DbFelice, Might I add to that this little note ? 

The hearing, the public hearings, ended yesterday, and in an ef- 
fort to expedite the investigation the Tariff Commission's Chairman 
gave all interested parties only up to May 26 within which to file briefs 
in theinatter. So, anytime after that, they will be given an opportunity 
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to review the filed briefs, and I should think tliat the Tariff Com- 
mission would be in a ix>sition to make its report soon. 

Senator Yotjno. I am afraid that if we wait for the Tariff Com- 
mission to act the train will already have gone by. 

Would YOU be in a position to state whether or not the Secretary 
of Agriculture asked the President to use his emergency power to 
limit these imports rather than to go through the Tariff Commission, 
to CO that route? 

Mr. FiNNER. He has not asked the President to use his emergency 
authority, I will say that this matter has been under continuous re- 
view, and particularly intensive review before the action requesting 
a hearing was announced in March, 

I might say that the Department views the use of emergency au- 
thority as a most serious step. In the years that this authority has 
been on the books, it has, in fact, been used one time. 

Senator Holland, What was that on? 

Mr, FiNNER. That was a year ago, in respect to the increase on the 
quota on Cheddar clieese. Aside from that one occasion, this has not 
been used. 

Saiator Holland. What was the action that was so effective and 
so well accepted on tung oil a few years ago, limiting the imports of 
tung oil from Paraguay and Argentme ? 

Mr. FiNNER. I will let Mr. DeFelice answer that. 

Mr. DeFelice. That took the regular course, Mr. Chairman. 

Senator Holland. That took the regular course ? 

Mr. DeFelice. Yes, sir. 

Senator Holland. Has that been pretty cheerfully accepted both 
by the tung oil industry in our country and the producers elsewhere? 

Mr. DeFelice. Yes. That arrangement worked out well, but the 
tung oil quota has since been removed, when the surplus disappeared 
several years ago, and, unhappily, we have a problem back with ns 
again with current surpluses. 

Senator Holland, I Hope that you will act just as quickly and as 
effectively as you did before, because the tung oil industry, whiJe a 
small one as compared to the dairy industry, resulted in the Govern- 
ment request when the supply of tung oil tor certain necessary pur- 
poses was cut off by the troubles in Asia. It is an industry which can- 
not be terminated from year to year. It depends upon trees, as yon 
know. It takes some years to grow trees, and it would be very unfor- 
tunate if the Government overlooked the fact that that industry exists, 
because the producers responded to the Government's request to pro- 
duce tung oil in this country. 

Senator Yotjng. I have just one other question, Mr, Chairmui. 

You stated that you did not think that the situation was serious 
enough for the President to use his emergency powers in this case. 
In every war we have had inflationary prices. This has been an across- 
the-board proposition, resulting in higher prices for almost everything. 

This is the first war in our nistory where we have had inflation of 
all prices, with the exception of farm commodity prices. This presente 
a serious situation. Farm prices have declined fvoia the levels of s year 
ago, and the price of everything that farmers have to purchase is up. 

As you know, there is serious farm unrest all over the United States. 
If this does not present a serious situation, I would not know what 



■i^^iOO^^Ic 



DAIBT niFOBT ACT OF 1967 99 

Mr. FiNNER. Well, sir, I would not want to have it said that the 
Secretary or the White House has determined that this is not an 
emergency situation. 

I am saying that at least up to now that no action under that 
authority has Been taken. 

Senator Young, Thank you. That is all, Mr. Chairman. 

Senator Hou-ANn, The fact of the matter is, whether we like it or 
not — and I certainly do not like it, and I am sure that the dairy people 
and other agriculture people do not like it, no matter how we look 
npon the Vietnam war — and it is about as disagreeable an eiperiwics 
as our Nation has ever had, the number of people involved there and 
the number of major nations involved there — that what happened is 
not comparable to World War I or World War 11 conditions. 

Senator Young. It is very comparable to the Korean war. 

Senator Holland. We cannot measure this situation against that. 
I thoroughly agree with the Senator from North Dakota that we are 
all distufl)ed by the fact that there has not been any upping of the 

£ rices of agricultural products, and yet I can see a difference, in degree, 
stween the conditions that existed then and those existing now, miich 
is one of the things we are trying to help cure by legislation of this type 
*nd of other types, and the action sug^ted by the Secretary of Agri- 
culture in order to bring back to agriculture some parity with ouier 
eleonents or our domestic economy. It is a rough condition. There is 
no way for us to avoid it. It is a rough one. 
Senator Young. Mr. Chairman, with regard to prices, I believe 

Erobably the Korean war was smaller than previous wars, but you did 
ave a much better farm price situation during that period of time. 

I recall that wheat shipments, for example, were large and there 
was a high level of disappearance. The Secretary of Agriculture at 
that time asked for increased wheat production. I think that the same 
thing was true of many other farm commodities and prices. 

Senator Hollanu. Of course, the Secretary has asked for additional 
wheat production now, not so much as the result of the war but as the 
result of worldwide conditions, I think it puts us, in the legislative 
body and also the executive department, in the situation where it pre- 
sents us with a problem peculiar to the situation, and what we are 
trying to do~-and nobody is trying harder than the Senator frcan 
North Dakota with his usual deep interest in agricultural products — 
to try to better the situation. 

Saiator YouNQ. Thank you. 

Senator Holland. And the Senator from Florida joins liim in it, 
yet I tihink I can see some differences in the present situation than in 
anything else that we have ever been confronted with. We hear about 
those differences on the floor of the Senate every day and sometimes in 
ways and in words that the Senator from Florida and the Senator from 
North Dakota do not approve too highly of, but they indicate the dif- 
ference between this situation and anything that we have ever been 
confronted with before. 

Senator Yottng, I wish tliat I could do as good a job of taking care 
of my farmers as the Senator from Florida does for his. 

Senator Holland, I thank tlie Senator, but the fact remains that 
my people do not all agree with the Senator from Nortii Dakota on 
that. I wish that they did. 

The Senator from Minnesota. 
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Senator Mondale. One of the things that perplexes me in looking at 
these latest dairy imports has been the almost revolutionary rise in the 
importation of dairy products over the last 2 or 3 years. You have had 
the figures on those. It is almost like being on the State committee and 
hearing testimony there. It is going strai^t up. 

The rate of dairy impoi'tations m previous yars had a very modest 
level, as you testified. 

What is your opinion as to what has caused this marked increase in 
imports during the last 2 or 3 years ? 

How do yon explain that ? 

Mr, FiNNER. I would say there are really two things : 

First, we have seen a fairly moderate increase in our domestic price 
level. 

Senator MoNDAm.Whioh makes it more attractive as a market. 

Mr.FiNNER. Yes, sir; that is right. 

Certainly, we have seen the sharp increases in the production of 
dairy products in a number of exporting countries. For example, in 
Western Europe. So that there are supplies that have been more 
readily available than in the past. 

Senator Mondale. Has there been a like increase in these other 
sources for dairy products due to increased production ? 

Mr. DeFelice. It has not been a dramatic increase, but there has 
been an increase in production in Western Europe in 1966, and also 
in the Oceania ; the only place where we did not have any increase in 
dairy production in 1966 has been in North America where produc- 
tion went down. 

Senator Mondale, We see a substantial increase in dairy produc- 
tion in Oceania and in Western Europe, and we see, at least, a two 
frice structure for the purchase of dairy products going to the United 
tates. Do you think tnat those are the prices that perhaps have re- 
sulted in the revolutionary increase in dairy importation here? Do 
you know of any other factors that you can read into that ? 

Mr, DeFelice, I think you have touched on the primary ones, es- 
pecially the surplus situation. There is one existing in western Europe, 
distinguished from previous years, 1964 especially, when it was very 
low in supply. 

Senator Mondale. You testified that for every 1 percent rise in the 
market price, prices to our farmers decreased by 2 or 3 percent; some- 
where in that range. 

Mr. FiNNER, Yes, sir. 

Senator Mondale. Unless something is done to prevent this kind 
of importation of dairy products, what is there in this for our dairy 
fanners. We have been telling them for years: "Just be patient. As 
soon as we gelt the supi)ly-and-demajid relationships in line the prices 
will go up, and you will receive an equal or better return for your 
labor," Ifeiry farmers are in a particularly tough situation. Their 
investment is high. The amoimt of labor required to properly handle 
a dairy herd is on the increase, and ye* we have finally arrived at that 

Eromised land and the dairy fanners' prices are low, and the imports 
ave increased. Actually, the last year we have seen a pattern now of 
dairy prices down, and in the last 2 or 3 months there nave been Gov- 
ernment surpluses. 
Something has happened. Do yoa agree with that ? 



dbyGooglc 



DAIRY IMPORT ACT OF 1967 101 

Mr. FiNNBB. Yes, sir; and I would say trnat that ia likely to be hap- 
pening here in the very near future. 

Senator Mondalb. Section 22 was passed some time ago. It has been, 
around since the early thirties. 

Mr. FiNNER, Yes. 

Senator Mondale. When was that, about? 

Mr. DeFeucb. 1935. 

Senator Mondale. And we have passed more than one section 22 
provision in the past, dealing with aairy imports, but yet when these 
prices that we have discussed make it attractive for the foreign im- 
porters to bring dairy products into tliis country, they do not find 
much of a barrier, because, as I understand it, the details of this par- 
ticular order prescribe A, B, C, and they just throw D into this and 
bring it in. It is a real teclmical series of items that the foreign im- 
porters find it easy to get around. As a matter of fact, the majority 
of the dairy imports ai-e not brought under D quotas, but they go 
around them. 

What is there about the present section 22 approach that leads you 
to believe that we can be any more optimistic, that we will reach an 
overall ceiling this time that we have never succeeded in achieving 
in the past? 

Mr. DeFelice. Well, Senator, it is true that since 1953, when im- 
port quotas were first established under section 22 on diary products, 
we have asked for action seven or eight times, sometimes to make the 
quota a little larger, such as for the Italian type of cheese, and we 
were also asked to make it more restrictive to take care of these so- 
called revisions of the quota requirements that Senator Miller spoke 
of this morning — these evasions that have come about. 

Senator Holland. You mean the revisions that were necessary to 
meet the evasive practices which got the products around the section 
22 quota provisions by creating new mixtures and new mixtures and 
new market names and the like. 

Mr. DeFelice. That is right. In 1957, Exylone was brought in, and 
we went up with a description which we thought would take care of 
it, but in the final decision, made by the President on the recommen- 
dation of the Tariff Commission, it was considered at that time that 
if it contained less than 45 percent butterf at — trade in it was not com- 
mercially feasible. We have sine© learned that that is not the case. 

As you indicated. Senator, there was a sharp increase in 1966. I 
think the figures are something like 2.8 bilHon pounds of milk equiv- 
alent imports. 

My recollection is that of these 2.8 billion pounds, about 1.8 billion 
poimds was made up of two products, Colby and this butterfat-sugar 
mixture, and these particular products 

Senator Holland. May I ask, as to the 2.8 billion pounds, what 
part of it which relates to these new mixtures of sugar and milk prod- 
nets relates to the total volume or the volume of milk products that is in 
this new combination ? 

Mr, FiNNER, Itisthetotftl volume of dairy imports, all of our dairy 
imports converted to a milk base. 

Senator Holland. Convertedfoamilkbase? 

Mr. FiNNER, Yes, sir. 
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Senator Holland. In cri^her words, the total Tolume of products 
where it is one-half sugar is a great deal greater than this figure whidi 
you show! 

Mr. DeFelice. No, conversely. The Colby cheese imports, for esiam- 
pie, those figures are about 45 million pounds, and the Junex butterfat- 
su^r mixture is about 105 million pounds, product weight. 

Senator Holland. Well, now, the figure uiat you mentioned a little 
while ago of 2.8 billion pounds, is that the total volume? Is that simply 
the volume converted to milk ? 

Mr. DeFelice. The volume converted to milk of all dairy imports. 

Senator Holland. All right, but then there is a volume of those 
-dairy imports attributable to sugar or other componwits that are not 
■covered in the 2,8 billion pounds, is there noti 

Mr. DeFelice. This 2.8 billion does not cover sugar weight. 

Senator Holland. That is what I am trying to bring out. 

Mr. DeFelice. The 105 million pounds of Junex, if you multiply 
by 12, 1 think it is, you come out with 1.2 billion pounds. 

Senator Holland. Then, the total poundage of all imports is a good 
deal bigger than the 2.8 billion — the 2.8 billion reflects only the milk 
contait! 

Mr. DeFelice. The milk equivalent of the imported products. 

Senator Holland. I think that I understand it, at this time. Maybe 
you have not made it cranpletely clear. Do you understand it. Senator 
Young? 

Senator Young. Not fully. 

Mr.FiNNER. Let us go through it. 

Senator Holland. Do you understand it, Senator Mondale? 

Senator Mondalb. Yes, sir, but I want them to explain it. 

Just a minute. My question is as to what you are trying to do today 
under section 22, why it is going to be any more successful than it 
was in the past in an ^ivironment where marketing practices as to 
outside dairy products are set as they are. I would like to have an 
answer to that. 

Mr. DeFelice. I want to emphasize and direct your attention to two 
major products the cheese and Junex. "We have gone before the Tariff 
Commission. The investigation currently, in effect, relates to a broad 
area of imported products. 

In the Colby cheese area, it is not just Colby cheese that we are after, 
but any American type of cheese. And in the case of the buttei^at 
Junex mixture, we are after any product that is imported containing 
more than 5.5-percent butterfat excluding only those items that are 
brought in in packages. 

So, what I am saying is that we feel that we have a description now 
that I will say is not perfect, but it is highly unlikely that it wiU be 
avoided. 

Senator Mondale. Are you saying that in the past, in section 22 
orders, when they have been issued, it has been with reference to a 
specific item which is defined by so much butterfat and may be called 
by any name, et cetera, and that, unlike all previous section 22 hear- 
ings, you are asking for an overall milk-equivalent formula, which 
would apply to all commodities, all kinds, in a fashion similar to that 
which we are seeking to deal with, the same problem, in the Proxmire 
bill! 
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Would that be a fair characterization of it ? 

Mr. DeI'^lice. It might be a little bit misleading in that the implica- 
tioQ is that we are attempting to cover all dairy products that are 
imported. 

Senator Mondale. And you are not S 

Mr. DbFeucb. We are not trying to cover every dairy product that 
is imported. 

Senator Mondale. What is going to prevent the foreign importer 
from just redefining his product ! 

WM,t is to prevent it from coming in as it has in the past? 

Mr. DeFeucb. In the area where this has occurred, we think that 
we have got it tightened down. 

Senator Mondale. You thought that you had pinned it down, to 
what percent — the better price ? 

Mr. DeFelice. There was a little disagreement about that. 

Senator MoNDALB. How many million pounds? 

Mr, DeFeijcb. That was a fair cutback. 

Senator Mondale. Tlie foreign importers do not disagree with it. 
They are coming in by the billions of pounds. In other words, if it is 
your position that we do understand it, you have not said that. 

Mr. DeFelice. No. 

Senator Mondale. But if the approach that you are taking to the 
Tariff Commission on this matter is the same that we have haH in the 
past, or you are just trying to fill some new loopholes, I do not see any 
reason to be confident that they will not find some ingenious way to 
get around it. The reason that we feel that we need this is that we are 
approaching it in terms of a broader definition, that it is an all-milk 
equivalent; so that no matter the name they think of, it will all go 
into the calculation of how much outside millc can be brought into the 
United States. This, you say, we are not doing before the Tariff Com- 
mission ? Is that correct ! 

Mr. DeFelice. That is correct, we are not covering all dairy imports. 

Senator Mondale. As you define them today, you are covering all 
dairy imports? 

Mr. DeFelice. Not as defined in the bill ; we are not covering all of 
them, but we are covering that area which is a great problem. 

Senator Mondale, Today ? 

Mr. DeFelice, Frankly, we think the great problem today will be 
covered, and that it is a reasonable assumption that this can cover 
the area, over 5.5 percent butterfat; we are confident that that covers 
it, but if this does not, we can always go back to the Tariff Commis- 
sion again, and get it done. 

Senator Mondale. You indicated some 918 milion pounds of milk 
equivalent — I think it was testified earlier today that is what the Sec- 
retary was seeking in this current section 22 hearing. How can you be 
sure that will be the ceiling ? 

That is in the form of a request ? 

That will not be written in the order ! 

Mr, DeFelice. That is correct 

Senator Mondale. How can you be sore that will happen ? 

Mr. DeFelice. We cannot be absolutely certain ma,t is going to be 
the top level, but it wUl be so close to it that it would be it. 
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Senator Mondale. Would it not be better to pass a bill like ours 
■which, you say, would have essentially the same poundage result, one 
that we know will work ? 

Mr, DeFelice. I might say this, that if the Tariff Commission goes 
forward, as we believe it will with our recommendation, there will 
be quotas on practically every dairy product that is coming into the 
country — anything that contains 6.5 percent fat or mor^, the only 
exceptions being ro<^uefort, pecorino, and other specialty cheeses as 
■well as dairy items in retail packages, but if somebody would come 
up with a new product and you would give it a new name and it had 
6 percent butterf at, if it had no ouota, it would not get entry. 

Senator Mondale. What is tne figure under this present quota^ Is 
it 45 percent? 

Mr. DeFelice. Yes. 

Senator Mondale. You are proi)osing to drop that to 5.5 percent ? 

Mr. DeFelice. Yes, sir. 

Senator Holland. What are you proposing to drop the other figure 
to — the milk solid figure ! 

Mr. DeFelice. We do not have any reference to milk solids in our 
definition. 

Senator Holland. My understanding is that in these imports and 
the products previously established in both fields, butterfat are the 
milk solids, that they are in that. Why is it not important to cover that 
feature as well ? 

Mr. DeFeuce. When you get down to milk solids, when you get 
down to butterfat of 5,5 percent — you are down very low, and if you 

fet any appreciable quantity of nonfat milk solids in that same com- 
ination, you will come to a classification of a product that is cur- 
rently under quota, because the milk component is the chief value in 
this type of product. 

Senator Holland, You mean that in order to make the product val- 
uable from the standpoint of the dairyman, that if you are under 
6.5 percent butterfat, you have to have a high enough amount of 
milk solid to make it a dairy product, to make it a product in which 
you would be interested and in which the trade would be interested! 

Mr, DeFelice, That is right, sir. 

Senator Mondale, Under this new definition of 5.5 percent butterfat, 
it is estimated that 980 million pounds of imports could come in. There 
must be some coming in under that, the way we have seen it that still 
meets our market practices ? 

Mr. DeFelice. There will be under quota some SOO million pounds, 
and 500 million pounds, roughly, I would say outside of ihf> quota, 
which will be comprised of sheep's milk cheeses and cheese specialties — 
that type of dairy product. 

Senator Holland, Did you say "sheep's milk" ? 

Mr, DeFelice. Yes. 

Senator Holland. Is there a sizable import of sheep's milk! 

Mr, DeFelice, Of milk, no; we import cheese made from sheep's 
milk- 
Senator Holland. Of sheep's milk cheese, I mean. 

Mr, DeFelice. Yes, sir. These are the specialty cheeses that have a 
special market here. In the last 15 or 20 years, they have been coming 
in at relatively stable levels even though they are not under the 
controls. 
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Senator Holland. That would not touch the dairv people. 

Do we have any substantial production of sheep's milk cheese in this 
country ? 

Mr. DeFeltce. No, sir. 

Senator Mondale. What about nonfat sweet condensed milk; does 
that come in under section 22 ? 

Mr, DeFeljce. Under our proposed definition, so long as it is in re- 
tail containers, it can come in; out in bulk, it cannot. 

Senator Mondale. Is there any coming in now ! 

Mr. DeFelice, Yes, there is some coming in now. We have had a 
little trade on sweetened and condensed milk — also evaporated milk. 

Senator Holland. We understood from the testimony of a witness 
day before yesterday, representing the producers of sweet condensed 
milk, et cetera, that they have a material interest in this subject. 

Have you seen their testimony ? 

Mr. DeFelice. No, I have not, but we have had correspondence from 
them. They came to us after we requested the recent section 22 action 
be taken and urged that we included evaporated milk and condensed 
milk in this section 22 investigation. We had considered it before; we 
examined it again afterward, and it was our considered judgment that 
we did not have a case in this area at this time. 

Primarily, the increase in the total imports relative to the domestic 
production — the figure escapes me, I can get it for the record. It is very 

Senator Hoixano, I wish that you would give for the record, what 
is the percentage of the domestic production of those products that 
are imported? 

Mr, DeFelice. Yes, sir ; I know that it is approximately 0,1 percent. 
We will furnish it for the record. 

(The information follows:) 

United StaUt — Production and importation of eortdenaed milke, 1981~68 
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Mr. DeFelice, We have in mind, too, that a recent decision by the 
Food and Drug Administration, which was made under the Milk 
Import Act, would make import of these products highly unlikely, 
except in areas like Puerto Rico, which is not under the Inulk Import 
Act 
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Senator Holland. Except in what area * 

Mr. DbFelice, In Puerto Rico, which is not under the Milk Import 
Act. 

Senator Mondale. What objection would there be to attempting to 
do under your section 22 action, legislatively ? 

Wliat objection would there be to that? So that we would be- sure 
that the gap would be plugged. 

Mr. DeFeuce. We hesitate to volunteer information. We would have 
to make an evaluation of the bill, and we hesitate to take a positicm 
when the Department does not have a position on it. As the chairman 
has requested, we will send a report up here. 

Senator Holland. I wish that you would get a report from the 
Department on this bill at the earliest possible date. 

We want to conclude tlie hearings as rapidly as we can, and to 
mark up the bill, and, if possible, to enact legislation dealing with this 
su^ect, and prompt and efficient action is necessary. 

Senator Mondale. I would like for the Department to submit in 
veiy clear form the reasons that you believe that the section 23, action 
will accomplish the objectives to which you have already testified and 
heard testimony on, and lay that out so that we can look at it, 

Mr. FiNNER. We will. 

Senator Holland. We would like to have that for the record, also. 

Mr. FiNNER. We will provide it. 

(The statement is as follows :) 

Evasions of Section 22 Quotas 

Tbere bave been several instances in tlie past of evasions of dairy quotas estab- 
lished nnder Section 22 of the Agricultural Adjustment Act, as amended, and 
the Department of Agriculture has succeeded each time in obtaining a. cor- 
rection of the situation. The current Section 22 action Is designed to correct the 
most recent evasions. But the Department of Agriculture has I>een concerned 
not only in obtaining prompt corrective action but with the reasons for such 
evasions so as better to avoid repetition. 

The situation that intttally Invited or made possible these evasions was the 
fact that the original Presidential Proclamation on Section 22 dairy product 
quotas, issued in June 1953, described or defined tbe commodities by tariff para- 
graph and import: class number. This method of identification Is frequently urged 
by the Tariff Commission since it more precisely defines the article subject to in- 
vestigation and ultimately, subject to import restrictions. Since Imports are 
classified under a long history of classification procedures, this method of de- 
fining the articles resulted in pla<nng under import control only those aridcles 
whlcb fall into the Import class number. Similar articles, given otier classifi- 
cations, were exempt from quota limitations. 

Section 22 does not confine the method for describlne tbe articles. In fact, 
CTHisiderable latitude is given the President by the provision in Section 22(a> 
"That In designating any article or articles, the President may describe them 
by physical qualities, value, use, or upon such other bases as he shall determine," 

Seeking to profit from our experience with the numerous efforts to evade the 
quotas Initially established, this Department has consistently sought to devise 
commodity descriptions which would encompass all related articles which, if 
Imported without restriction, would defeat the purpose of a particular quota. 
For example, in tbe case of Exylone — a mixture containing 76 percent of butter- 
fat, which was the forerunner of .Tunex — the Department described the product 
in broad terms and without specific references to any tariff paragraph or no- 
menclature. The Department's request stlpnlated that the investigation relate to 
"articles containing butterfat, the butterfat content of which is commercially 
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extractable, or which are capable of being used for any edible purpose for which 
prodncta containing bntterfat are used." 

There was no question tba^ tbe Investigation covered artidefl which, if Included 
in a proctamatloD, would have prevented the evasion of quotas by imports of 
Junex and Blmllar bntterfat mlitures. The Tariff ConunlBsion, however, found 
that only articles contalDlng "45 percentum or more at butterifat" were ^own 
by its InveBtigatlon as praetlcally certain to be imported in sucb quantities as to 
nmterially interfere with the price sni^tort program. The President adiypted the 
recMnmendation of the Tariff Conunlsslon when proclaiming the recommended 
Import controls. 

The current investigation by the Tariff Commission under Section 22, initiated 
by the Department of Agriculture, covers imports of the follcwlng articles: 

1. American-type cheese, including Oolby, washed cnrd, and granular 
cheese (but not Including Cheddar) and cheese and substitntee for cheese 
containing, or processed from, such American-type cheese ; 

2. Cheese and substitutes for cbeese containing, 04: processed from, Bdam 
and Gouda cheese: 

3. Italian-type cheeses, made from cows' milk, not in oiiginat loaves (Ro- 
man made from, cows' milk, Re^ano, Parmesano, Provolonl, Provolette, 
and Sbrluz), and cheese and substitutes for cheese containing, or processed 
from, such Italian-type cheese, whether or not In original loaves; and 

4. Articles containing over 5,5 percent but not over 45 percent by weight 
of butterfat, the butterfat of which is commercially extractable, or wbicb 
are capable of being used for any edible purpose tor which products con- 
taining butterfat are used (except articles currently subject to quotas under 
Section 22 of the Agricultural Adjustmeat Act, as amended, cheeses, and 
articles packaged for dlBtribution in the retail trade and ready for use by 
the purchaser at retail for an edible puriKise or in the pr^)aration of an 
edible article). 

We consider Cheddar, Colby, Monterey, Jack, washed curd and granular 
cheeses as Amerlcan'type cheese. They may be used singly or in mixture to make 
"processed American cheese." At the time when Import reatrlctions were first 
Imposed, there was uo known trade In any of these cheeses but Cheddar cheese. 
The limitation of the quota to Cheddar cheese invited the aubterfuge of Colby, 
the next most popular American-type cheese. This entire loophole will be closed. 
Including any "new" cheeses which might be invented, with the language in onr 
current Section 22 request. 

Current controls on Italian-type cheese made fom cows' mUk are limited to 
Imports "in original loaves" and controls on Edam and Gouda do not cover 
cheeses processed from Bdam and Gouda. Present and prospective imports of 
processed, both in original loaves or grated cheese or substitutes for the named 
varieties which threaten our sui^>ort program will be covered by the investigation 
of the Tariff Commission. 

It is recognized that the sharp upturn in imports in 1966 which continued 
into 1967 was due almost exclusively to imports of Colby cheese and butterfat/ 
sugar mixtures. Both of these products bad a ready market, the former for 
processing into processed American cheese, and the latter for use in Ice cream 
and otber food items. There was no substantial increase in imports of natural 
cheese. A limitation on the Imports of these articles will likewise limit total 
Imports of dairy products. It Is believed that the language of the current Section 
22 investigation will not only cover Colby, or any other American-type cheese, 
and butterf at/sugar mixtures, but is also sufficiently broad as to preclude future 
evasions. 

Notwithstanding the demonstrated ingenuity of traders in dairy products, 
it is highly unlikely that they can contrive a product containing less than 6.5 
percent butterfat which can be traded commercially in sufficient quantity to 
replace the customary uses and outlets for domestic production. 

Senator Holland. Thank you, gentlemen. 

Do you have a separate statement ? 

Mr. DeFelice, No, sir ; I do not. 
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I came up here with spme tables that the committee asked for. I 
know that you will be deluged with tables, but there have been refer- 
ences made to overall imports, milk equivalents, that we just discussed, 
and the percentage of imports to the domestic production. I have a 
table here which indicates that for the past 15 years, the imports 
represented a fraction less than 1 percent of our domestic production 
01 milk and a sharp increase in 1966 which brought it up to 2.3 percent. 
This table indicates the milk production and the imports for the years 
1953 through 1966. 

Senator Hollanh. Without objection, the tables will be placed in 
the record at this point. 

{The tables follow:) 

Dairy product* — U.S. milk production, and whole-milk equivalent of U.S. domestic 
exports and imports for consumption, 5-year averages 19SB-S9 and 1945-49, 
annual 1953-66 
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Milk oquiv»tent of mmquola import*, 19B1-66, icilh comparUont 
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Cheese. — Imports by variety and country, 1969^6 
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Imports of sugar in Junex 
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fuUer, Cheddar eheete, nonfat dry milk, and aU mUk for manufacturing — U.S. 
market pricet. Commodity Credit Corporation jmrekate priee», and CCC support 
objectiveg, marktling years 195S-66 and April 1967 
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Dairy producfs— FeoreTid ttockt, IBSSSB 

[In mlDlDns of pmiads] 
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BvUtr and chute imporU by eouniry of origin, 1964.-66 
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Dairy produttt — V.8. mtportajor eonamnpUon, by kind, 1961-06 
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Dairy prodwots — U.S. imporit for consumption, by kind, i96i-66— CoutlDued 
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For 1981-83 the staftatlcs reported bereln Include imports of oleomanEarlne and otbai pn>ducts. the 
- ■■ - ■ be oegllglWe. 



of wbicb is known 
Source: Compiled from oIQcial statistics ol 



e U.S. Department of Commerce. 
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Senator Holland. Your point, as I understand it, is that the section 
22 action functioned with relative success under the original order 
and under the provisions of that order from 1953 through 1965? 

Mr. DeFelice. That is correct, air. 

Senator Holland. And then has not functioned with relative suc- 
cess in 1966 and in this part of this year which is already behind ust 

Mr. FiNNBR, Yes, sir. 

Mr. DeFbucb. I hesitate to say that it was not effective, because it 
was on products that were coming in. 

The table also reflects that there imports still remain at a relatively 
stable level even though you may have import controls on bigger 

Senator Holland. It indicatts by the figures that were developed 
from 1953 to 1965, inclusive, but not thereafter? 

Mr, DeFelice. Not after that. 

Senator Holi-and. And you are inclined to think that by appropriate 
amendments and quick action under section 22 that that stabilization 
may be reinstated; is that right? 

Mr. DeFelice. That is right, sir. 
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Senator Holland. But you are not in a position to say that that is 
the policy that the Department of Agriculture has at this time, to 
rely nhoUy upon section 22, tiiat it is going to have to depend upon. 
the declaration of pohcy by the Secretary! 

Mr. DsFblioz. That is correc^ sir. 

Senator Holland. All right. Thank you. 

The next witness that we ha-ve on the list is Mr. Harry L. Graham 
rapreeenting the National Grange. 

We will be glad to hear fr<Hn you now, Mr. Gn^uun. 

STATEKEHT OE HAXRT L. GBAHAM, LEaiSLATZVE BEPRESEWTA- 
TIVX, ITATIOHAL QKASQi 

Mr. Graham. Mr. Chairman and members of the subcommittee, my 
name is Harr? L, Graham, and I am the legislative representative of 
the National Orange. 

* By this time, I am certain that the committee has been adequately 
informed as to the amount of dairy products being imported into the 
United States, especially as to the tremendous increase in these imports 
during the last year and a half. The increase of the imports of foreign 
coiby cheese, from 14 miUicxti pounds in 1966 to 16.595 million in 1966 
is a case in point 

It is pertment to note at this point that if the Xtopartment of Agri- 
culture s estimates for dairy product imports for the current year are 
realized, these imports will sliow an increase of 567 percent over the 
1958 level — which is seven times that 1953 level. It not without impor- 
tance to point out that there was a total increase in imports in the 
12-year period from 1953 through 1965 of 75 percent and an increase 
in 1966 of 483 percent 

The Grange will not burden the committee with a long recitation 
of statistics which we are sure has been adequately covered by the 
testimony of the U.S. Department of Agriculture and the National 
Milk Producers Federation. We would like to express our own appre- 
ciation as an organization to tlie national milk producers for the l^ui- 
ership they have properly taken in this subject and to state to the com- 
mittee our support of the Proxmire bill to redefine dairy imports and 
to make the possibility of importers evading the decisions of the Tariff 
Commission considerably more remote than exists at the present time. 
As usual, we are indebted to the distinguished senior ^nator from 
Wisconsin for hia helpful support. 

I think that we should point out that the Grange has gone to the 
Tariff Commission every time something went wrong with agricultural 
markets in the United Stat«e. As long as agricultural imports into the 
United States increase on a modest oasis, and as long as our agricul- 
tural exports have increased at the rapidity they have, we have not 
appealed to the Tariff Commission. This has been much to the dismay 
or some of our agricultural friends, as was the case in the so-called 
beef -import crisis some 3 years ago. The record will show that we did 
not testify before the Commission at that time, and that we opposed 
the bill to limit beef imports for the primary reason that tliey were 
not a major cause for the decline in beef prices at that time, nor are 
ihey even today with our low beef prices. 
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FurtliPi'morp, we have recofjiiized the right of oUier countries to 
protect the income of their own fanners, inclading even tlie variable 
-duties used by the ('ommon Market. We do not necessarily like the 
result, l)ut at tJie Sinne time, we do not believe that lon^-temi economic 
aidvimtuge is gained by destroying the economic stability of farmers 
of Dther nations. 

Having said tliis, we believed that (he situation in dairy is different 
enough and critical ?iiough thu,t we presented our position to the Tariff 
Commission and now ask for relief through the r^ilar legislative 
processes wliich Congress can grant in its wisdom. 

The position of the National Orange was stated in November of 1966 
at its lOdth aimual sessionl iii Minneapolis, aiid is as follows; 

Whereas, dairy Imports thrcnten to seriously affect the domeatic dairy In- 
dustry ; therefore, he It 

Reaolvrd. That dairy import iguotaR pi-uvlde that all dBlry products be on a 
battprfat and solids-not-fat haNiH Instead of any specific product; that we favor 
the aggregate amount of uueb imports admitted under quota shall not exceed tiie 
aggregate amount of butterfat and solids allowable; that the maximum qnantl^ 
ot butterfut and solids which may be Imported within the Quota In the fonn at 
each spcc-i&c dairy product be established at sncb levels as will iiterent imdn< 
c<Hieentrat<on of Imports of any particular product; and tliat every effort be 
made to have all Imported manufactured dairy products meet standards In con- 
formity with domestk' standards for the same products. 

Senator Hollanr. And with the exception of the standard pro- 
visions, the last one in your resolution, it appears to me that you are 
favoring the philosophy of the pending bill. 

Mr. Graham. Correct. I would like to enter into the record tiie state- 
ment of National Grange Dairy Advisory Committee, of March of this 
year, in which w© have said substantially the same thing, but we also 
urged at that time the question of imposing variable levies on dairy 
imports directly the Common Market has on our agricultural imports 
in the Common Market. 

Senator Holi^and. Do you wish to have that statement of your ad- 
visory committee incorporated into tlie record at this point? 

Mr. Graham. Yes ; if you will, please. 

Senator Holland. We can put it in after your full statement. 

Mr. Grahah. I will just call attention to it now. 

Senator Holland. The statement of your advisory conunittee will be 
put into the record after the completion of your statement. 

Mr. Graham, I would say at this point, too, that I think there is 
another factor that has not been sufficiently explored yet, and that is 
that some of this import is probably in violation of section 14 of GATT 
agreement which has to do with antidumping. 

We would suggest to the administration and to the Congrese that 
this be explored a little further, because it seems that the pnce that is 
being charged, especially out of the Common Market, the prices at 
whidi these dairy products, especially cream, are being offered, are 
so substantially below any reasonable price that it does constitute 
dumping, and, if so, then we have the right to the recovery of damages 
under section 14 of the GATT, as they would have the right if we were 
dumping into their market. 

Tltere was no question but that up until a little more than a year a^ 
the American dairy producers had been producing a substantial 
amount above that which the market could absorb. Even with the 
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amonnt diverted into relief clmnneb, both domestic and international, 
sapply outran demand. 

However, there lias been a tremendous attrition in the number of 
dairy farmers, now with over (i5 percent of the farmers producing milk 
in 19B3 out of business. Due to the cost -price squeeze, resulting from 
the previous overproduction, dairv production was down last year by 
thaat i billion pounds. Tliis fact should have made it. possible for some 
improvement in the price of milk to the producer. Although milk 
production has tunied upward over last year's average production, 
it is still substantially below the 1961-64 levels. 

The <Hily improveiiieiit in the dairy fanner'ii prices has resulted 
from Government acrtion, e«i>ecially in the increase in the support price 
for manufactured butter. The obiious reason for the failure of the 
market to improve from the decreaae in productiou on the part of 
American producei-s is tho fact that 2.7 billion pounds of milk equiva- 
lent in the form of dairy products were imported into the United 
States, offsetting two-thiras of the reduction in the production which 
the American farmers had made in an attempt to stabilize their own 
markets. 

Evwi the action of the USDA was partially offset for tlie same rea- 
son. Despite a 64^cMit increase in the support price for milk, the aver- 
age price paid farmers for all manufacturing grade milk in 1966 only 
rolfi from $8.87 per hundredweight in 1966 to $3.78 per hundred- 
weight in iy66. In other words, the farmer received 41 cents of the 
64-cent increase. 

Our daily support program is being endangered and its effective- 
ness threatened, as we nave indicated by the amount of dairy products 
beting imported into the United States — a large share being imported 
on the bwis of a technicality wliich the importers are able Co circum- 
vent. 

After a relatively long period of price stability in t\-hich the price of 
milk was substantially, or at least sufficiently ahove the support prices 
so that the Commodity Credit Corporation was not forced to buy 
excess dairy products from the market with few exceptions, a signifi- 
cant change occurred in January of this year. Part of ttiis pn>ulem 
may have De^n the accumulation of stocks wliichtlie processors and the 
dairy cooperatives thouglit would find a demand in trie market in suffi- 
cient pricfe recoven' so that they could more profitablv place them on 
the open market. Whatevei' tlie reason, the CCC did purcliase $104 
million worth of surplus dair>- products in January and February. 
Since that time, they have purchased almost anotlier $65 million worth 
of these same prtKlucts, An iippi-o-xinuite ijiaO million wortli of pur- 
chases ha*"e been made for May and June delivery, witli the responsi- 
bility to purcliase whatever additional is offered during the next 6 
weeks, an indefinite amount at this time. 

This range of inci-ease if maintained through the remainder of this 
year indicates lui expenditure of as much as and inuyhe in excess of 
$0.5 billion for this support program, nmkiiigit one of the most expen- 
sive of all the agricultural programs. 

Senator Hoio^nu. it looks like tiie tutiil puivliase« now that will be 
required will be more than half a billion u year; is that correct i 

Mr. Gkauam. This is what our testimony states. If you go down a 
little further, our projection will show that in this calendar year, at 

n,g,t,7ed:^i^^iOO^Ie 
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this late date, we would be up in the one-half billiiMi area, which would 
make this one of the most expensive of all of the support prices in all 
of agriculture. 

Senator Holland. Thankyou. Please proceed. 

Mr. Qrahau. The characteristics of the pricing formula b^iind 
these imports deserves more than casual consideration. We have long 
Imown that New Zealtuid was promoting her dairy exports in an 
attempt to earn desperately needed dollars for her own economy. I 
think we have had a tendency to be understanding and forgiving and 
to look the other way as far as the New Zealanders and other small 
nations were concerned. Their actions were those of sntall and de- 
veloping countries attempting to expand their economies and to make 
it possible for them to carry out their commitments in the world. 

Incidently, in the case of New Zealand, their commitments are 
exactly the same as our own. 

The situation in the Common Market is entirely different. The 
immense increase in production of milk is wily a byproduct of the 
increasing demand for beef, the result of the bocvning economies in 
the Common Market. A rule of thumb in Europe is that when the 
price of beef exceeds the price of milk by seven times, milk as well 
as beef production goes up. This results nom the fact that the Eupo- 

E>ans have developed a dual purpose cow which is good for only one 
ctation period as a dairy animal, but during this time, its produc- 
tion ranks with the best of American dairy animals. 

However, most of these cows cannot be bred a second time, but this 
is no loss. Since tlie Europeans prefer a more mature and leaner beef 
than the Americans, these large cows, 3-year olds, against ours which 
we market at around 15 months, produce exactly what the European 
market demands. This is a mature, heavy kind of lean beef that is 
leaner than we produce in America and still sufficiently tender to be 
of relatively high quality. Thus the increase in beef and the demand 
for beef has led to a very serious oversupply of butterfat. 

Now, to add insult to injury, the European Econtmiic Community 
is levying a variable duty against some American agricultural impc»^ 
into the Community, primarily against wheat and poultry. These 
duties are the difference between the price of these American products 
at the docks and the target price set by the Community. Thus, to all 
intents and purposes, price competition has been removed from the 
marketplace for our products which the Community needs. 

However, the story does not end here because the money collected 
from these variable duties is made available to the individual nations 
in proportion to their imports and this money is then used for their 
own national support program and for the subsidizing of expfffts 
into other countries. We believe that this is "dumping" and that the 
United States should seek recourse under section 14 of the G-ATT. 

Therefore, we see the situation at the present time in which France 
in particular is collecting huge amounts in her variable duties oi 
American wheat and turning around and using this money to export 
into the United States substantial quantities of the surplus in butter- 
fat which is the inadvertent byproduct of the development of sufficient 
nmnbers of beef animals to supply the French beef market. 

The result of this has been, first of all, the increase in the amount 
of money that the United States ha=i spent for the support pK^ram 
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tm dairy products, and second, the creatitm of a situation in which 
the support prograiu could not oe increased. The total supply of daii^y 
producte available to the American public remains hi^, due to thu 
excessively rapid increase in imports, and simply did not justify 
actifHi by the Secretary to increase the support prices to the maximum 
permitted under the law for the hard-pressed domestic dairymen. 

The National Grange lias received a number of resolutions from 
individuals, granges, and other interested parties from Maynard C. 
Dolloff, commissioner of agriculture of the State of Maine, which is 
entitled "Dairy Product Imports Affect Maine Dairymen." We would 
also like to add the statement of the Dairy Advisory Committee of 
the National (Jrange, issued after their meeting in Washiiurton on 
March 7 of this year, as well as a letter from Mr. Robert G. Reid, 
ealee manager of Milk Products Cooperative, Inc., of Batavia, N.Y. 

In conclusion, we would point ont that present definitions concern- 
ing dairy imports are obviously inadequate. It is difficult and some- 
times impossible to determine "by objective analysis whether an im- 
ported cheese is Colby or Cheddar. Because of this situation, and the 
other att^npts to evade the rulings of the Tariff Commission — ind- 
dentally, this statement was lifted fnnn a letter that the HEW sent 
to one of the Senators, but it could not be cleared enough to be quoted 
by its source, but I would tell you that in our original writing of this 
we had that in quotes, and because of this action the Grange holds 
that it is time for the Congress to limit the imports on the basis of 
total fats not solids rather than on the basis of some kind of a defini- 
tion of an item which is only subject to further dilution or change 
which immediately evades the purposes of the definition. 

We would point out that there is no indication that the pressure on 
the American market from foreign dairy products is about to decline. 
At the European Regional Committee meeting of the International 
Federation of Agricultural Producers on December 8 and 9, 1966, in 
Zurich, Switzerland, it was pointed out that the decline in cow num- 
bers ha^ been reversed in Europe. Milk production is higher than last 
year; there were 300 thousand tons of butter stocks in November, and 
batter supplies from U.S.S.B. were appearing on European markets 
<Ita]y). 

In addition, it was pointed out in the meetii^ that the increase in 
the restrictive import measures taken by the EEC, in particular, was 
creating concern m beef cireles and that "it appears to be extremely 
difficult to avoid some increase in milk production as a result of poli- 
cies to promote beef production, which is considered necessary in 
the EEC." 

This is quoting the authority on what I said previously. 

We believe thS, the Proxmire bill is a proper way to define imports 
(HI a butterfat basis. It provides the importers with a historic share 
of the market which has a proper historical foundation. It provides 
to importers a share of our market growth, something denied to the 
U.S. products in tli© Kennedy round. It protects the American public 
by giving the President broad discretionaiy powers to increase im- 
ports when the national interest demands. It protects the American 
producer from the price-depressing effects of these extra imports. 
It is fair to the consumers, to the farmers, and to the importers. 

We urge the swift enactment of this legislation. 
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(Tlie documents referred to above are as follows:) 
gTATBUENi OF THE Nauohu. Gsahoe Daibz Advibobt Couuhtee Mabch 7, 1967 

DAIBT r 



Bxports of agrlcultnral commocllties from the U.S. in IMe totaled $6.7 blllioD 
of which 77 percent was for dollars and 23 percent for soft cnrrencle«. This 
resulted in a benefit to our balance of payments of ^6 billion. However, tbe 
Grange notes with increasing concern the rapid increase in the importatlcm ot 
dairy products which, this year, if unchccited, may total 4 billloa pounds of milk 
equivalent. 

This results in an adverse effect on our dairy price support system with the- 
OCO being required to purchase dairy products costing approximately $106 
million in the Qrst two months of 1!>67, with future purcliase requlremraits 
nncleor but with ominous overtones for the supxM>rt program if present Im- 
portation rates are iiermitted to continue. 

This Is also resulting In an adverse effect on the price of milk in. this country 
and can quickly nullify the balance of payments previonsly enjoyed In our trade 
In agricultural products. 

We believe that action under provisions of Section 22 to be too cumbersome t« 
check the situation quickly enough. The Grange recommends leglaiation which 
would restrict the Importation of dairy products to an average of those imported 
during the years 1961-1965 with a quota increase annually of a proportional 
percentage of the Increase of U.S. consunvption of these products, and with the 
President delegated tlie authority to increase quotas if lie considers It in the 
national interest, providing that price levels be maintained at parity. 

The Grange further recommends that in the current dlscusHtons In the Oeueral 
Agreement on Tariffs and Trade at Geneva that a variable tariff be imposed on 
dairy products into tbe U.S. from tJae Europeeu Economic Gonununlty and other 
countries not uiuler quota nrrangements with the U.S. equal to tbe difference- 
between the price at the port of entry and Uie U.S. price on these products. 

We further urge that other exporting countries consign a substantial portion 
of their subsidized exports to international relief efforts as the U.S. has bean 
doing for many years. 

CLASS 1 BASB MU.K MARKETING PLAN 

The Committee is disappointed in the long delay by USD A in acting upoa the 
Glass I base proposal made in a hearing seven months ago. Amaiiieting method 
authorized by an Act of Congress (the first major amendment to the Marketing 
Agreement Act in 28 years) and endorsed by over 90 percent of Puget Sound area 
dairy farmers merits more prompt action. We call on the Department to faithfully 
carry out the clear intent of Congress Hnci respond to the overwhelming sentlmeait 
of dairy farmers as revealed by every impartial poll available to the Grange. 

We further ask the leadership of every dairy farmer cooperative to work vigor- 
ously to Improve the marketing and pricing of milk go that the interests of dairy- 
farmers are best served. CleM I base marketing tends to equate supply and 
demand and can improve blend prices to dairy fanners in most markets mate- 
rially. 

U8DA illLK AND LIVESTOCK ESTTUATES 

The Dairy Police Committee is seriously concerned about USDA's ozteuslTe 
revisions of estimates of milk production and livestock Inventories. Extreme 
delay by the Bureau of the Census, Department of Commerce, in publishing the 
1964 Census is a major contributing factor to the issuance of inaccurate esti- 
mates and delayed USDA revisions. We ask an analysis be made of past errors 
in estimating and the development of improved methods for accurate procednraa 
to be followed in the future. If additional funds and facilities are required, the 
National Grange should support approprifltions to this end. Governmental and 
industry policies are heavily dependent upon reliable statistics currently avail- 
able. Small changes in supplies have a dramatic effect on farm prices, particu- 
larly in those products such as dairy with a relatively inelastic demand. 
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mariceang aroiB to Kudy Ute ponlbilitr ot the tue of hocIi a proKram to farther 
at&blllie the markeUsK iirograma within the Tsrlomt marketing anae where 
tbere are periodic reserve Hupply reqiilremeut«. 

We b^eve that tbla proixHtal holds the pos.il billt; of benefits for — 

1. Increaaed price aUnemeDta between nurkets ; 

2. B^onal »nppl7>deinand adjuiiters ; and 

3. Encouragement for the development of Claaa I Base MarbetlDg Plans, 

Batavia. X.Y., January iO. 1967. 
Hr. Hakbi Okahau, 

ITaUonal Orange Legislative Repregentative, 
1616 B Street, NW., Waahinpton, D.C. 

DSAB Mb. Orahau : Mr, Edmund H, Marvin, Oialrmaa, Executive Committee, 
New York State Orauge has asked me to write to yon regarding impcvted 
butterfat 

Imported bntterfat reaches onr shores combined with sagar and as I under- 
stand enters the United States nnder tl>o sngar quotas. Two products are im- 
ported one contains 4S-44 percent bntterfat and 62 percent angar the balance 
water. The otiier product contains 44 percent butterfat 25 percent nolld non-fat, 
23 percent sagar and 4 percent water. The cost of butterfat delivered to an Ice 
cream mannfactnrefs plant Is aboat 69 centB per pound, "Hie U,S, Dairy Industry 
cannot compete with this product when corrent support priees value butterfat 
in milk naed for ice cream at over 80 cents per poond. 

This briery Is our problem. I am etire the Department of Agriculture can pro- 
'rtde y<m witli unlimited volume of statistics which you can use. 
Very truly yours, 

O-AT-KA MiLX PBODUCTS COOPBBATtVI^ IlTO. 

BoBEBT a. RaiD, 8a(e» Manager. 
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For the post several years milk production In this country has been declining 
as the les* efllcieot operators ceased prodnctJon In response to poor prices In 
relation to cost of production. In 196G, the supitly to demand balance was such 
that price supports were virtually unnecessary, and surplusses were l>eing re- 
doce*), which a favorable situation for both the farmer and the taxpayer. 

In 1966, production continued to decrease, but other factors came Into play 
io upaet the favorable supply-demand balance. Foreign countries have succeeded 
In boosting their milk production to the level at which their domestic needs are 
satisfied, and no longer draw from our surplusses. Several have been sending 
their dairy products, such as cheese and butterfat-sugar mixtures for Ice cream 
mann&cture, to this country. This Increase in foreign Imports amounts to nearly 
4 idllloD pounds of milk equivalent over the 1961-65 average. It is estimated tbat 
in 1967, foreign imports will amount to 4^ billion iwuiids of milk equivalent This 
is an amount some twelve times what is Intended under present federal laws, and 
comes about, according to one ecoEomist, because of "loopholes in the law and 
lack of forthright administration". The result of these imports is to depress the 
class two prioe in the New England market by as much as 304 per cwt, or the blend 
Srlce by 18# per cwt. 

Consumers do not benefit from foreign imports of dairy prodncts. True, they 
result in small reductions in the cost of cheese and ice cream, but the American 
prodncts which are consequently bumped off the market have to be purchased by 
the Federal Government under its price support program and the consumer pays 
the bill through hfs taxes. 

About 800 Maine producers shipped to the Mass.R.l. market In 1966, a total of 
220,091,000 lbs. of milk. If we accept the estimates of the economists that foreign 
imports have depressed the blend price of milk by 13# per cwt,, tbia means a loss 
of $286^.18.30 to these shippers. But Maine's Boston pool shippers are not the 
only ones who suffer. Our producers shipping to local markets are affected as 
well, because the Maine clasM two price Is p^ged to the Mass. -R.I. Federal Order 
Market, Thus shippers to local markets will suffer In direct ratio to the omoimt 
of their class two utilisation. 

The "Dairy Import Act of 1967", sponsored by Senator Proxmlre of Wisconsin 
and co-sponsored by some 45 other senators including Senators Aikeu and Prouty 
of Vermont, would restore the 1961-6.1 level of dairy imports, subject to adjust- 
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ment for cbange in domestic consompUou and any action by tb« FraMeBt "rv 
quired by orerrldlng ecoiKunic or national aecurlty". It Is tbe intent ot this legU' 
latlon that Maine dairy farmers wlsli to support 

Mathaxo C. Doixmt, 
OotiunUtUmer of Aorioitlture, State of MoMt. 
Senator HouLAKD. Thank you. 
Senator Mondale? 

Senator MoMDAL£, I have just one question. 

Your testimony anticipated some of my questions. It is an ezcedlent 
statement, as always, Mr. Graham, particularly this point on page t i 
o limit tbe Imports on tbe 

Senator Holland. You mean "and aolids"? 

Senator Mondau:. "And solids," yes, rather than based on some kind 
of a definition of an item that is subject to further dilution or changer 
which immediately evades the purpose of the definition. I gather that 
it is your feeling uiat section 22 procedings deal in a less satisfactory 
way. That is whatyou recommend by way of approval overall f 

Mr. GsAHAM. That is correct. I think that we probably made that 
dear in our testimony before the Tariff Commission in which wer 
pointed out that we were also supporting the Proxmire bill. 

Senator Holland. There is no reason why the Tariff Commission' 
cannot use the standards suggested in the pending legislation here ; is' 
there? 

Mr. Graham. We raised that question, too, and then the Chairman 
of the Tariff Commission questioned whether they could or not, wheth- 
er they could go below the 50 percent. I was respectful, I hope, but may- 
be discourteous enough to suggest that they had already once dona 
that, and if they had the power then, they still had it. So, they are 
barking up an empty tree, if this is the case. 

Senator Mondale. In any event, it is your testimony that there could 
be severe injury — we could still have further evasions, further ways of 
getting around these orders, and you may not be able to show what th« 
ingenuity of a foreign exporter may be. 

Mr. Gbaham. I think the evidence points out th^ have been pretty 
adept at this, and we do not know what they have m mind now. Who 
knows* 

But on the basis of the record, they have done pretty well up to this- 
point. 

I think your questioning of the Department witnesses was pertinent 
at this point, and this is the question we are asking : How do we know^ 
even if we get the temporary relief — and it will be temporary, partly — 
that we are asking oi the Tariff Commission as of the present time — 
that it will work for 6 months or 1 year from now, especially with the 
increase in the amount that is available from the Common Market 
and generally from all of Western Europe? This will remain there as 
a pressure on us, any way we go about it. A tremendous pressure will 
he placed on Oieir own industry to find ways of entering into thi* 
market. If they did not have this continuing overproduction and the 
possibility of it continuing and probably increasing, I would not be so 
frightened with it. We have suggested to them that they might well 
do what we did; that is, divert some of this surplus, this kind of inad- 
vertent result of this beef production into a Morldwide food effort, 
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which is what we did when we had a sorplus. 'Ihe7 do not have to 
damp it on our market. We think we simply have to clarify this in 
terms of milk. Ab I say, we would not go in this direction on every 
foreign product^ by any means, but the daity product is a particu- 
larly peculiar one in the trade relationships of the world, and our 
situation is peculiar in that we are open to this kind of tremendooB 
increase which puts us in a cyclical situation in oar market, which we 
ue trying to overcome. 

So, here, we are hooked with something that we simply cannot han- 
dle under the existing legislation, in our judgment. 

Senator Mondale. We mentioned earlier factors that might help 
explain the marked imports. I think that you have added anouier (me, 
the growing factor in the Common Market, and New Zealand, ana 
eJsewhere, of a constant policy of subsidies for dairy exports that re- 
suit r«illy in dumping. 

Mr. G&AHAK. r es. 

Senator MovnAUL So that in order to get the dairy products into 
our market, they are creating on unnatural advantage that cannot be 
dewly described as trade — ^it is dumping. It is not trade, when we 
speak of give-and-take, aell-and-buy m a fair-trade world. 

Mr. Geaham. I think that we shonld clarify this : 

New Zealand has no subsidy: their imports, at least, are clean of 
subsidy, but this is not true of uie Common Maiket ; it is not true &a 
way the market is set up. The Community's agricultural policy is set 
np to provide this kind of opportunity and authority and financings 
to do this. So, they are doing exactly what their agricultural policv 
which just CMne out a year ago said that they could do, and whicn 
liiey had been doing, anyway^ tef ore that, by usuig the money collected 
from the variable duties. This is like taxing Christiana to build Bud- 
dhist temples, I do net know what else it is. It certainly is not a normal 
situation. If it was a normal development of their own dairy industry, 
this would be a little different. It is completely an unnatural t^ing. I 
do not think that we should be burdened in the United States with 
unnatural developments from the Community, because they will not 
be burdened by ours, you know. This we are pretty sure of. 

Senator Mondale. I have no further questions. Tliaii you. 

Senator Holland. Thank you, Mr. Graham. 

Now, we will go off the record. 

(Discussion was had outside the record. ) 

Senator Holland. Back on the record. 

We win proceed with the regular listing of the witnesses unless 
there is somebody who has a problem and will tell me, such as if he 
has a reservation for an early afternoon departure. 

I will call next Mr. Harvey Sickels, secretary and lemslative repre- 
sentative for the National Farmers Organization, of Coming, Iowa. 

We will be glad to hear from you now. 

SFATBMEirt OF EASVET SICKELS, SECRETARY ASD IE0ISLATI7E 
BEPBESENTATIVE, NATIONAL T&SXE'SS OBOAmZATtOK, COBN- 
JSQ, IOWA 

Mr. Sickels. Mr. Chairman and members of the oommittee, the Na- 
tional Farmers Organization is pleased to appear here today and offer 



■i^^iOO^^Ic 



134 DAIRY IMPORT ACT OF 1»67 

support of testimony for the bill, S. 612, to^regulate tlie imports of 
raflk and dairy products introduced by .Senator Proxmiro and co- 
signed by many of liis colleagues. 

The dairy farmer has been plagued by low income for a great many 
years. In the Central Northeast area of the United States m is receiv- 
ing only 37 cents an hour as a return toward his labor. Dairy farmers 
are refusing to continue the drudgery of milking cows for almost noth- 
ing by disposing of their milt oow herds. These productive milk cows 
were sold through NFO's marketing arrangements to packers for 
slaughter only and were not just transferred to other farms. 

All of us in the United States are involved in the dairy industry. 
We all use milk or cheese or ice cream. According to the American 
Dairy Asaociation, dairy products made up 28 percent of the nutritive 
value of the American diet. The dairy industry only receives 18 per- 
cent of the nutritive dollar. All farmers get only 5.3 percent of the 
consumer's disposable income. In other words, the farmer is feeding 
the Nation for a little more than a nickel. Near the bottom of the list 
is the dairy farmer and his family with an hourly wage return of 37 
cents to 63 cents per hour, depending upon which geographical area 
he lives in. 

Senator Holland. At this point, what is the membership of the 
NFO? 

Mr. SicKELB. I am sorry, sixy but I am unable to divulge that. A 
motion was passed by each one of our conventions, and we are re- 
quired to keep this con&dential. 

Senator Holland. Let us put it another way, then. 

What regions are represented by your local organizations ? 

Mr. SiOKEia. Well, we are organzed in a 25-State area, from the 
Dakotas east to Ohio, and then New York and New Jersey, south into 
the northern part of Florida, Georgia; Tennessee, Alabama, a little 
organization in Oklahoma, and I believe that covm^ all of it. 

Senator Holland. Do you have any organization in the Mountain 
States or in the Pacific States ? 

Mr. SiCKELB. We have some organization in (loiorado; one county, 
I believe, in Wyoming, and some in Idaho, in Sun Valley. 

Senator Houland. Please proceed. 

The Dairy Import Act of 1967 introduced by Senator Proxraire 
will not impose unreasonable controls on imports, but will allow im- 
ports to continue in an amount equivalent to the 1961-65 averaget It 
would allow imports to share in any growth in domestic consumption. 
Finally, it would give the President the power to authorize additional 
imports if he felt they were in the national interest. The milk pro- 
ducer is protected by the provision requiring the Secretai-y of Agri- 
culture to purchase amounts of domestic milk products equal -to tlie 
amount of milk products imported whenever domestic market prices 
are less than parity. The definition of all dairy products containing 
5 pei'cent or more bntterfat, nonfat milk solids, or a combination of 
the two, wiil help prevent circumvention of the import law as is now 
being done by importing Junex containing 44 percent butterfat. 

Senator Holland. That is not the law, but section 22 ? 

Mr. SicKKLs, Yes, sir ; that is correct. 

Senator Holland. That is, of that order? 

Mr. Sickles. Yes, sir. 
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The dairy farmer despei-ately needs the protectiim this Wislation 
would provide Vi he is to continue to produce tlie grade A milE needed 
for domestic consumption. 

It would help permit daiir farmers to earn a decent return on his 
investment. Imports affect the balance of supply and demand to the 
extent of vohime they are allowed, with resulting lower prices to 
farmers. We know from reports received in our office in Coming, 
Iowa, that more and more dairy farmers are going out of busineas 
because of high imports and lower prices. 

If farmeis are to be expected to produce enough food for the needs 
of the United States and to fill the obligations of our Clovemment for 
overseas commitments, then he will have to be paid a reasonable price 
for his efiForts. 

I urge this committee to take immediate favorable action on S, 612 
and we will uige farmei-s to increase their efforts to solve their own 
problems throngh collectixe bargaining. 

Senator Hollawd. Thank you, Mr. Sickels. 

Mr. SicKELS. Thankyou,sir. 

Senator Hcnxand. Any questions, Senator Mondale? 

Senator Mondalr. I wish to commend Mr. Sickels for a very fine 
statement and the Kational Farmers Organization for a most helpful 
statement. 

Do you see this trend of disappearing dairying farms accelerating or 
leveling off in the absence of improved price structures ? 

Mr. Sickels. I think tliat it will accelerate \ery rapidly up to a cer- 
tain point, and just what that point is I do not know. I know that 
many of the farmers that I have talked to say that they cannot con- 
tinue to produce milk at these prices, that if there is not something done 
about the price, they will have to sell their herds due to economic 
reasons. 

Senator Monoale. In 1960 there were approximately 1 million dairy 
farmers in this country, and today it is estimated that there are one- 
half million dairy farmers. Five hundred thousand dairy fanners have 
quit the business in the last 6 years. My impression is tnat there are a 
lot more than that, and that there are those who are holding out hcKM- 
fully for some change; they are hoping for some change, and unless 
something is done very soon, they will 1« out of the business, and there 
will be a greater exodus t hiin there was before. Do you agree with that ? 

Mr, Sickels. I agree with that ; yes, sir. 

Senator Mondale. Thank you, Mr. Chairman. . 

Senator Holland. Mr. Sickels, I notice in your statement that your 
own or^nization is handling the sales of milk cows that have oeen 
retired from productitm by your members? 

Mr. Sickels. Yes, sir. 

Senator Holland. Or the herds that have gone oat of business. What 
is the number of the total milk cows that your organization has sold 
for beefpurposes ? 

Mr. Sickels, I anticipated this question. I was reading over my 
testimony before I gave it. I do not have the figures. 

Senator Holland. Can you supply tliose for the record ? 

Mr. Sickles. Yes, sir; although I do not think that they have been 
compiled. We could go into the record in Corning aijd come up with 
the sales from these collection ptonts, if you wouM like to have that. 
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Senator Hoiji.Ain>. Since you have an organization in your total 
System who handles this, and since you say that you have handled it 
for those farmers who cut their herds or nave gone out of business, 
I t hin k it would be interesting to know what ia the size of the catdown 
of dairy herds. ; 

Mr. SicKELS. Yes, sir. 

Senator Hou^nd. You understand, of course, there is a normal 
cutdown of cows for being retired from production. It is cotimum U> 
all dairying, but I understand that you people have made a spetoal 
effort to fumisli sales services in further reducing herds, selling the 
cows of the members who have gone out of business. I think it would 
be interesting to have the record show what is the size of this operation. 

Mr. S1CKEU8. All right. 

Senator Holland. I think that it is useful information for two 
purposes: (1) To show the deliberate effort on the part of the daiiy 
leople to meet their own problems, to that extent, by eliminating the 
ess productive milkers; but, above all, (2) it shows that there is a 
connection between dairying and the beef producers which ought to 
get the beef people very much interested in a specific handling of this 
problem, because their prices are not too high, either. Of course, Miy- 
thing that contributes additional and unexpected abnormal amoimt 
of brof from the dairy herds will have some effect. 

Mr. S1CKEL8. Yes, sir. 

Senator Hoij^nd. So, if you will furnish us with those figures, we 
will appreciate it. 

Mr. SiOEELS. These collection points continue to operate, Mr. Chair- 
man. I was wondering if you had any specific date that you would like 
us to pick out, or would you like us to pick the dates when we have 
these special sales? In other words, the sales are continmng?_ 

Senator Holland. I wish you would supply such information as you 
can get together covering the period through this week. You ought to 
be aUe to do that. 

Mr. SiCKELS. This week ? It would have been a good deal more help- 
ful or beneficial to have the special sales that we had that I referred 
to in the testimony. 

Senator Holland. When was that f 

Mr. S1CKEL8. That was just prior to March 17. 

Senator H<»j^nd. What I mean is up to and including this week, so 
you can get it in next week. 

Mr. S1CEEIL8. All right, sir. 

Senator Houland. Senator Mondale, wUl that be acceptable to you i 

Senator Mondalh. Fine. 

Senator Holland. To get a statement in on this subject covering 
the sales prior to and through this week ) 

Senator Mondale. Yes, sir. 

Mr. S1CKKL8. All ri^t, we will do that. 

Senator Holland. Thank you. You may mail it to ^e committee, 
and it will be put into the record. 

( The statement referred to follows :) 

OoBNiNo, Iowa, Mav ti, 1967. 
Senator Spes8ABD L. Holland, 

Chairman, Senate SubcommiUee on Agrtctilture and Forestry, Senate Offlce 
BtttUlinff, Wagkinffton,D.O. 

Deab Seratob : We are pleased to furnish for tlie nee of Uie Senate Sab-Com- 
mittee, the addiUoDal information reque»:t(>d by the Chairman at the conclaaion 
of my testimony on May 18 In favor of the Dairy Import Act of 1967 (SB12). 
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Hie NTO U«Bt CommodltT Department ofFen tbe figure of 74,2fi4 as belns tbe 
total Dumber of cows moved through the NFO coUecUoo polats during the 
period from Mardi 4, 196T to Uajr 20, 1907. Their records do not show the specific 
idle and tjVM of cattle, bnt only toUl numbers. Mr. Wm. Lashmett, Director of 
oar Heat GommatUty Depurtmmt, reporta Uiat a small percentage of this total 
would be vealw calves and the reat wonid be adult cows. 

We b^ thia information will be of valne to the Committee and appreciate 
the opportnnlty to have It added to the record. 
Yonrs truly, 

Haitkt Stckiui, 
Secretarv, SatUmal Farmers Orffanization. 

ScAator HoLLAHD. Onr next witness is Mr. William C. Eckles, irho 
18 gtraenil muiu^r of the Pure Milk Products Cooperative, Fond du 
Lac, Wis. 

We win he glad to hear from 70a now, Mr. Sckles. 

SIATEHENT OF WHXIAH C. ECELES, G^TERAI HAHAQEB, FITKE 
HUK PSODUCTS C00FEBATI7E, FOND DTT L&C, WIS. 

Mr. !Eosu«. Mr. Chairman and members of the Bubcommitt«e, mv 
name is WilUun C. Eckles. I am general manager of Pure Milk 
Products CooperatiTO, a dairy farmers' cooperative bargaining and 
) association. The cooperative's offices are at 500 North Park 



Avenue, Fond du Lac, Wis. It was organized in 1929. An active mem- 
ber must be a daiiy farmer. 

The association has members in Wisconsin, Michigan Upper Penin- 
sula, and northern Illinois. It services some 14,000 members in the 
course of a year. The members' milk is marketed to all types of dairy 
manufactunng and processing plants, some 220 in number. The plants 
produce a variety 01 products. About 50 percent of members' milk is 
marketed to plants producing cheese of various types, butter, powdered 
or nonfat milk solids, cream and concentrated milk products. 

This o^ianization strongly supports the enactment of S. 612. 

The influence and effect of imports and dairy products on our area is 
clearly shown when we review the production records and observe that 
^l^sconsin farmers marketed 18.2 billion pounds of milk in 1966, The 
State of Wisconsin in 1966 produced 573,400,000 pounds of American 
cheese or over 45 percent of the Nation's total of 1,874 million pounds. 
Other va.rioas types of cheese, including Swiss, Bleu Mold, Bnck, and 
Munster, amounted to some 360 million pounds. Wisconsin butter pro- 
duction in 1966 was 222,400,000 pounds, or over 20 percent of the 
Nation's total of 1,119 million pounds. 

Wisconan is the heart of America's dairyland. Dairying is Wiscon- 
sin's largest farm enterprise. 

Dairy farming is the United States largest segment of the Nation's 
agricultural busmess. National gross income from dairying in 1966 
totaled some $5,516 million, as reported by USDA m the May 1967 
'T)airy Situation." 

Manufactured milkprices are an especially important item in the 
U.S. farm economy. The 3,6 percent prices of manufactured milk as 
computed on the Wisconsin and Minnesota price series have dropped 
from $4.34 per hnadredwei^t in September of 1966 to $3.98 per nun- 
dred weight in April 1967. This is a decline of 36 cents per hundred- 
weight. We believe tJiis has been primarily a result of the flood of dairy 
products coming into the United States in the form of nonquota 
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imports. This 36-c6nt-per-hundredweight drop has taken place when 
costs farmers must pay have been contmuously rising. It has put dairy 
farmers in a squeeze they cannot live with. Hundr^ of farmers are 
Selliog^ out and quitting dairying each month. Wisconsin is losing 
12 to 14 dairy farmersper day by latest counts. 

Nationally, dairy farm herds stood at 524,000 on June 30, 1966, 
This was down 13 percent from the same month of the previous year. 
The decline is continuing ; the ARS of USDA reports (Dairy Situa- 
tion," March 1967) show the estimated dairy farm members are now 
at about 500,000 dairy farms selling milk at the end of 1966. Daity 
cows kept for milk in Wisconsin and the Nation declined aharply last 
year, according to USDA reports. 

National, January 1, 1967, 15,200,000 head. January 1, 1966, 15,987,- 
OOO, Down 5 percent. 

Wisconsin, January 1, 1967, 2,180,000 head. January 1, 1966, 2,269,- 
000. Down 3.5 percent. 

These are the lowest since 1939. These sharp drops in numbers of 
dairy cows, 2 years and older, kept for milk, have taken place while 
imports of dairy products have been flooding our domestic markets. 

The imports of cheese and butterfat-sugar mises have depressed 
milk prices and discouraged our domestic dairy farm economy. 

The following table on dairy product imports on a milk-equivalent 
basis emphasizes the huge increase experienced in the past year: 
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From 1958 until 1966 the import increases were annually approxi- 
mately 11 percent over those of the previous year. However, imports on 
a milk-equivalent basis in 1966 increased over 300 percent n-om the 
prior year of 1965. Reports and forecasts are that imports are increas- 
mg at an accelerated rate for the first part of 1967 over the same period 
for the previous year of 1966. 

The heavy imports of dairy products have crushingly depressed do- 
mestic dairy prices and have interfered with the domestic price support 
program for dairy products. We estimate that milk prices are depressed 
by 50 cents per hundredweight as a result of the dood of butterfat- 
sugar mixes and Colby and unrestricted cheese imports. We estimate 
these imports to be costing dairy farmers of this Nation $600 million 
annually. For Wisconsin alone, the loss would total $90 million. 

Colby and other nonquota cheese and butt erfat- sugar mixes are 
being imported in huge and increasing quantities. No slacking without 
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ccHitrols is seen. Pressures are beiufi exprted by importers to increase 
domeetic nae of imported cheese and buttertat-suj^ mizee. Dairy 
circles predict that the quantities imported in 19d7 will be enormously 
above t^oee of 1966. Some have forecast, and we think c<xiservatively, 
a yniniTwiiiri of 3,6-biUion-pound milk equivalent in imports for 1967. 
Ilie USDA "Dairy Situation" for May 1967 reports currently on 
the large increase in imports : 

gAiniAxi-raxuAxr itai ntvfXKn double isba rate 

DatiT pTodnct bnpoiti Into the United States totaled an estimated 0.8 billiMi 
posodi milk coaiTalent In Janoair-Febrnary, up ah»vpiy from a jear earlier. 
largMi ImccMMa w«n Id non-quota items, eepeclallr Oolby cheese, oondeoaed 
milk and huttfrrfnt-ncar mlxtuies. Oolbr cheeie importe totaled about 19 mlUlon 
pooods compared with 7 mlUion In Janaary-Februarr 1966. Imports of cond^ised 
milk, l«nal7 Into Poeito Rico, Increased aharplf. Bntterfat-sngar mtstoies 
amounted to about 3.1 mlllloD pounds in January-February 1966 and loc the 
same mwitlis ezoeeded SO million pounds this year. 

Thus for January and February, Colby is about three times that of 
a year fi«o and butlerfat-sugar mix on domestic price support activi- 
Uee for SaiaxB^ 1967 through the April 1967 period. 

The statistics below on U.S. milk production were obtained from 
the USDA "milk production," May 11, 1967, and those on price sup- 
port from the IJSDA April 26, 1967, "Dairy price support and related 
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With domestic milk production comparable to the previous year for 
the January through April 1967 period, cheese purchases by USDA 
for January- April 1967 were 56.3 million pounds compared to none for 
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the same period a year ago. Butter purchases were 1M.2 pounds for 
January-April, 1967, whereas for the same period last year th^ wera 
only 5.2 mmion pounds. Butter purchases are rising and are over 2S 
times that of a year aeo. 

Dairy farmers of me United States must have the protection from 
a depressed dairy farm economy that was contemplated hy Gmgress 
when section 22 (b } of the Agricultural Adjustment Act was xoade the 
law of this land. 

The following part of section 22(b) gives the executive branch of 
the Government wide authority to act on this Biost important niatter: 

... In case where the Secretary of Agriculture detennlnes and reports to tbe 
PresidMit with regard to any article or articles that a condltleB eilBts reqlilrti« 
emergency treatment, the President may take Immediate action nnder tWK sectkni 
without waiting the recommendations of the Tariff Oommisalon, silch acH<m to 
contlnne In effect pending the report and recommendations of the Tariff ChHtt- 
jnisBlon and action thereon by the President. (7 USC624<b).) 

Dairy fanners and this organization, Pure Milk Products Coopera- 
tive, urge legislation as provided for in S. 612 that will positively limit 
imports of all dairy products. This is necessary because the exeetitive 
branch of Government has not acted under the loosely worfed author- 
ity they now have, ,■■ ,'. '' . 

To permit a continuation of dairy product imports jn quantities as 
experienced in the last year or twd, will destroy the dairy farm indus- 
try of the United States. 

We, therefore, strongly recommend enactment of S. 612 as submitted 
by our Senators Proxmire and Nelson of Wisconsin and some 50 other 
U.S- Senators. This would limit imports in any form of dairy prod- 
ucts to the average imported in 1961 to 1965, inclusive. 

We urge immediate action on this most critical matter to prevent 
continued dairy product imports which adversely affect and crushingly 
■depress our domestic dairy farm economy. 

Senator Holland. Thank you. I am not clear whether your organi- 
zation markets liquid milk for your producers ? 

Mr, EcKLES. Yes; it does. 

Senator Holland. Or simply the milk that goes into processing? 

Mr, EcKLEs. About 50 percent of each. Over 2^4 billion pounds of 
the members' milk is marketed through the organization and was 
last year. One-half of it was fluid milk, and one-half of it was for 
manufacturing purposes. 

Senator Holland. You handle the whole marketing process for your 
members, in other words? 

Mr, EcKLES. We sell it to the proprietary plants at the weight tank 
and turn it over to them, which is the marketing arrangement, of 
course, worked out with the organization. 

Senator Holland, Thank you very much. 

Our next witness will be Mr. L. C. Carpenter, vice president, Mid- 
continent Fanners Association, Columbia, Mo. 

We will be glad to hear from you now, Mr, Carpenter, 

STATEMENT OF L. C, CAEPENTEE, VICE PRESIDENT, HTDCOIITI- 
NENT FAEHEB8 ASSOCIATION, COLTTUBIA, KO. 

Mr. Carpenter. Mr. Chairman, and members of the subcommittee, 
my name is L. C. Carpenter, vice president of Midcontinent Fartwrs 
Association with headquarters in Columbia, Mo. 
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In cliu:ificati<Mi, I wish to state that the Midcontinent Farmers As- 
sociation which was incorporated January 1. 1966, includes all the 
members presently belonging to the Missouri Farmers Association as 
well as a tdzablje number of members in surrounding States. Our total 
membership today exceeds 157,000. 

A large number of MFA members are owners and operators of dairy 
farms. Dairy farmers in Missouri and surrounding States are encoun- 
tering many difficulties in the current economic cost-price squeeze in 
the dairying industry. 

Statistics indicate dairy producers in some of the largest counties 
which were predominantlv dairv have been losing dairy cows at a 
rapid pace. As a matter of fact, Greene County, Mo., once the biggest 
in Missouri in dairy population, lost 1,700 dairy cows last year. Xmw- 
rence Counh?, an adjoming county, lost 1,200 ; Cliristian County, 1,100 ; 
and Barjy County, 1,000. 

The pioblein i^qmte simple : thelow price of milk with increasingly 
higher prodactioh ooslsj^u^led with an ahnost Impoesible problem to 
secure hired labor. 

Bealizing full well the utmost importance of maintaining world 
trade whicn must be continued if both America and farmers are to 
prosper, the fact remains that our imports of dairy products have 
mcreased sharply during this calendar year. 

Although Secretary Freeman has recommended that the President 
direct the Tariff Commission to undertake an investigation with the 
possibility of establishing import quotas on dairy products, including 
limitations on products liot now sut^ect to quotas, we have seen no 
evidence of such abtion. 

We appear here today in support of Senate bill 612 and similar 
legislative proposals which will establish rety clearly by law dairy 
import limitations. 

Mr. Chairman, in the event the Tanff Commission cannot or does 
not act, it is imperative that such a law be passed by the 90th Congress. 

Dairy imports last year were estimated at beine equal to 2.7 billion 
pounds of milk, and it is estimated fiom reliable sources that these 
nuports will continue to rise over 3.5 billion pounds during 1967. Since 
1953, dairy import quotas have been invoked j however, statistics indi- 
cate that mnce that time dairy imports have increased manyfold. 

One of the problems has been the current legislation provides for 
import quotas on specific dairy products, but mere are no limits on 
other dairy products brought into this country. Currently, dairy prod- 
ucts in the form of butterfat in frozen cream, butteroil and butterf at- 
Bu^r mixtures are being imported in tremendous quantities. 

The Tariff Commission has endeavored to bar imports by setting 
percentage of butterfat, and so forth ; however, importers have con- 
cocted other mixtures, and just last year allegedly imported over 104 
million pounds of the butterfat-sugar mixture alone. 

We believe the provisions of S. 612 when enacted into law will 
greatly reduce the influx of dairy imports, will not adversely affect 
consumer prices for dairy products, and, if properly handled, will not 
affect our exports of other agricultural proaucte. 

May I reaffirm our original position tnat we do not wish to see any 
action taken that will upset our halance-of-trade pn^ram, but, at the 
same time, feel it is necessary to have this legislation if the dairy in- 
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dustry, and particularly tJie producers of dairy products, are to 
prosper. 

Your favorable action on thie legislation will be appreciated. 

Senator Holland. Thnnk you very much, Mr. Carpenter. 

Mr, Carpenter. Thank you. 

Senator Holland. The committee will rise until 2 o'clock, to resume 
at 2 o'clock in this same room. 

(Whereup<ni, at 12:20 p.m., a recess was t^en until 2 p.m., this 
same day.) 



Senator Holland. The subcommittee will please come to order. 
Mr. Martin A. Fromer, counsel of the Cheese Importers Association 
of America. 

statemeut 01" vlab.tts a. teoxsb, cojtrsel, cheese dcfobtess 
assogutioir of au&rica, new tobx, h.t. 

Mr. Frombr. May it please the chairman, my name is Martin A. 
Fromer. I represent the Cheese Importers Association of America, 
a national association of cheeee importers who comprise in their mem- 
bership a major portion of the cheese imported into the United States. 

I am appreciative of this opportunity to present this statemoit. 1 
wish I had the time to do justice to presenting the full picture with 
respect to which you have heard only half the story. I am talking 
about the business of importing cheese into the United States. 

At this point, instead of refine the statement which cfsnprises 20- 
odd pageSj I would like to ask that the statement be copied into the 
record as it appears and as though I had read it verbatim, so that it 
may be availaole to all the members of the committee. 

Senator Holland. Without objection, that will be done. 

Mr. Fkomee. The bill which la the subject of this hearing would 
place import restrictions on all dairy products, including foreign 
^pes of cheese which have been historically imported into tlie United 
States for generations, and including dairy products which are al- 
ready under import restriction. As this committee well knows, section 
22 of the Agricultural Adjustment Act provides for restricting im- 
ports of dairy products when imports are m such quantities and under 
such conditions as to render or tend to render ineffective, or materially 
interfere with, the price-support programs of the U.S. Department 
of Agriculture. At the present time, import restrictions are in effect 
under regulations adopted pursuant to section 22 of the Agricultural 
Adjustment Act with respect to the principal cheeses imported into 
the United States; namely, Italian-type cow's milk cheese, Edam and 
Gouda cheese, Cheddar cheese, and blue mold cheese, and with respect 
to other dairy products including butter, dried whole milk and dried 
skim milk, milk powder, dried cream, and dried buttermilk. Import 
restrictions are also in effect with respect to butterfat-sugar mixtures 
containing 45 percent or more of butterf at. 

The complaint of domestic producers is not based upon imports of 
foreum types of cheese which have historically been imported into 
the Umteci States, but with respect to two products; namely, colby 
cJieeao and butterfat-sugar mixtures. The proposed bill would place 
import restrictions upon all dniry products and said restrictions would 
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he imposed OD the basis of butterfat aud nonfat milk tiolids in any 
form, in excess of the respective average annual quantities thereof 
which were admitted for conguinption during the 5 calendar years 
1961 through 1966, The adoption of such legislation is wholly unneces- 
sary and would, we believe, oe a very serious mistake and would cause 
injury not only to the business of the cheese importers I represent but 
to the domestic industry, to consumers, and to the United States as a 
whole and its foreign trade. 

Import restrictions under section 22 of the Agricultural Adjustment 
Act faa,ve worked effectively for a period of at least 13 years since tliey 
were first imposed in 19S3. Only in the last year did imports of Colby 
cheese and butterfat-sugar mixtures increase to such an extent as to 
cause the present complaint. These imports were not a matter of acci- 
dent or "evasion", but were brought about by conditions in the domes- 
tic dairy industry tiiat developed at the beginning of last year, whidi 
I will go into in greater detail Hereafter. 

Existing legislation; namely, section 22 of the Agricultural Adjust- 
ment Act, provides for a method of dealing with such imports. As 
this committee knows, there is in pr(^;re6s at this very moment an in- 
vestigation bv the Tariff OHnmission, pursuant to an order of the 
President under section 22 of the Agricultural Adjustment Act, of the 
importatitm of these products with a view toward adding these items 
to the list under import restriction. I am confident that if m the section 
22 proceeding, it is found tliat the domestic industry is being injured 
by these imports aud that the price-support program is tber^y being 
interfered with, import restrictions will be imposed very shomy. The 
complaint of the domestic industry is witli respect to only the two 
products mentioned, but the cure would go far bevond the complaint 
and place under import restriction cheeses whicn have historically 
been imported into the United States, without any consideration as to 
whether or not similar or competitive cheeses are being manufactured 
in the United States. For example, a substantial part of the cheese 
imported into the United States, such as Roquefort clieese, Pecorino 
idieese, and other cheeses made of sheep's milk, and numerous specialty 
types, are not manufactured in the Lnited States. Furthermore, the 
restrictions would be imposed even though the foreign type of cheese 
is considerably higher in price than tlie domeatic cheese, as is the case 
with provolone cheese, swiss cheese, bleu cheese, Edam and Gouda 
cheese, and many other foreign varieties. By providing for limitation 
on the basis of total pounds of butterfat and nonfat milk solids im- 
ported regardless of the form, the bill makes no provision which as- 
sures importers that they will be authorized to import the specific 
variety ot cheese which they have historically imported. 

So that there be no mistake about our position^ let me niidte it clear 
that we do not defend, or intend to defend, the imporlarion of daily 
products which have not been histori<'aUy imported into tlie United 
States at the risk of desti-oying tlie buainess of cheese importers ivho 
have served the interests of the U.S. dairy industry and consumers 
for generations. Wliat we maintain is that the e.\istih^ legislation re- 
ferred to, is better suited to deal with the situation while the proposed 
bin will cause injury and eventually destroy our business. 

The facts and figures with regard to imports of foreign type cheeses, 
which include Roquefort cheese, Italian-type cow's milk and sheep's 
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milk cheese, Bleu cheese, Kdam and Gouda cheese, swiss cheese, and a 
considerable number of other specialty cheeses, such as Fontina cheese. 
Port du Salut cheese, Noekkelost cheese, and so forth, over a period 
of 30 years, the latter half of which have been in part under import 
restriction, demonstrate that imports of foreign types of cheese have 
not materially increased, and especially so when compared to the popu- 
lation increase. The cheese importing industry is a small industry, 
fmiounting in its entirety to less than two-thirds of a pound per capita 
per year. 

Imports of foreign types of cheese have served to satisfy consumer 
tastes for foreign cheese and have helped stimulate and develop the 
domestic industry in such varieties as domestically made Italian-type 
cheese, blue mold cheese, Edam and Giouda cheese, swiss cheese, and 
other cheeses which have very substantially increased in volume of pro- 
duction and consumption while imports have been relatively stagnant. 
We submit a table of "U.S. Cheese Production and Imports of Cheese 
by Types, 1936-39 Average and Annual Imports 1949 Through 1966," 
together with graphs pertaining to said statistics. Same very signifi- 
cant facts will be noted from these statistics which prove that imports 
have stimulated domestic production while these historically imported 
cheeses have not themselves substantially increased and, in fact, in 
many instances, the volume of imports of foreign types of cheese have 
decreased, I draw your attention, for example, to Italian-type cow^ 
milk cheese. You will note that the annual average of U.S. production, 
1936-39, just prior to World War II, was 15,463,000 pounds. Since 
then, the amount of production has increased 1,800 percent to 270,030,- 
000 pounds. In the last 10 years ajone, the production of Italian-type 
cow% milk cheese has more than doubled. It will be noted from til© 
statistics of imports that imports are relatively at the same level as 
they were just prior to and after World War 11 and that total imports, 
of 8 million pounds represent only about 3 percent of domestic pto- 
duction and is less than the amount that was imported in any of th& 
last 5 years, with the exception of 1965. 

I draw your attention to production and imports of Swiss cheese in 
the United States, as set forth in the table submitted. You will note 
that domestic production has more than tripled since just prior to 
World War 11, and that from 1957 to the present, annual aomestio 
production has gone, up from 100 to 134 million pounds. Imports 
represent barely 10 percent of domestic production, and even with the 
increase in 1966, the level of imports is only 50 percent more than that 
imported 30 years ago as compared to the 300 percent increase in 
domestic production. Examination of the statistics with regard to 
imports of blue mold cheese indicate a steady and ever increasing 
production of this foreign type of cheese, the manufacture of which, 
as in the case of the other foreign types of cheese referred to, was 
introduced from abroad. Whereas in 1951 imports of blue mold cheese 
were 5,048,000 pounds compared to domestic production of 7,232,000 
pounds, domestic production has tripled to 22,45.'J,00O pounds com- 
pared to imports of about the same level as 1951, Although our table 
does not show the statistics of Edam and Grouda cheese inasmuch as 
these statistics have not been separately published, we are informed 
that domestic production of this foreign type cheese has increased 
and we trust to have available at the time of presentation of this 
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Statement some Hffures Ti-hich the Department of Agricultare has 
indicated to as will be available by such time. 

In addition to those foreign types of cheese which have stimulated 
production and consumption of cheese in the United States, we would 
Eke to point out that a considerable voliune of imported cheeses are 
not duplicated by any comparable domestic cheese and that the volume 
even or Utese cheeses, whicii are not under import i-estriction, has been 
decreasing rather than increasing in spite of the increased per capita 
cheese consumpti<Hi in tlie United States and the increased population. 
I draw your attention to the statistics for Pecorino cheese. This is a 
sheep's mUk cheese imported from Italy. You will note that from a high 
17,973,000 pounds imported in 1962, which amount represented about 
22 percent of total U.S. cheese imports during said year, imports of this 
variety of cheese dropped to 15,645,000 pounds in 1966. Similarly, 
imports of Roquefort cheese have fallen from a high of 2,392,000 
pounds in 1962 to 1,860,000 pounds in 1906. This is even less than the 
amount that had been imported over 30 years ago. The point which 
these figures demonstrate is the fact that by and large, foreign type of 
cheese are specialty cheeses and their importation is limited by con- 
sunwr tastes, and tliat no import restrictions are actually needed with 
respect to these (Jieeses. Kevertheless, some of the principal varieties 
are under import restriction. 

The complaint of the domestic industry is not with respect to these 
foreign types of cheese. The complaint of the domestic industrr is only 
against two dairy products; namely, Colby cheese and butterlat-sugar 
mixtures. As heretofore indicated, these complaints arc now being dealt 
with by the Tariff Commission. 

Cheese importers are being made the scapegoat of what is essentially 
a domestic problem in the daiiy industry. Basically, the milk producers' 
problem anses from the fact that prices they receive for their milk are 
claimed to be too low. The prices of most of the milk produced is set 
by the Secretary of Agriciilture in various Federal milk marketing 
orders in effect throughout the country. Tliese prices are claimed to be 
too low to give the farmer a proper return for his product. Imports 
of milkfat m the form of butterfat-sugar mixtures and Colby cheese 
are claimed to help prevent the price of dairy products in the mariiet- 
place from rising above that reflected in the prices fixed by the Secre- 
tary of Agriculture. 

The Secretary of Agriculture is in the unenviable position of trying 
to satisfy the milk producer by fixing for him as high a price as possible 
for his milk and at the same time, satisfy the consumer by not raising 
the price of milk. On April 27, 1967, in respMise to the tremendous 
amount of agitation by producers, evidenced in part by the drive for 
legislation to impose increased restrictions on dairy products, the 
Secretary of Agriculture announced an increase of 20 cents per 
hundredweight in the price to be paid to producers of fluid milk. 

Mn.K EBODUCnON IS IN A DOWNTREND 

It is ;dgnificant to note that although milk production has been 
going down, cheese consumption per capita has been increasing each 
year. Total milk production has gone down from 126 billion pounds 
m 1962 to 120 billion pounds in 1!)66, The dairy situation last year was 
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such that the President called for iiu investigation by the Tariff Ctaii- 
mission to increase quotas for the importation of Cheddar cheese. In a 
press release at the time of last years investigation, the Secretary of 

Agriculture stated : 

The action to increoBc Cheddar t'hf^e.'ie Imports Is being Dakeii to belp alleviate 
an Unbalance In manufacturing milk supplies which has dcTeloped oa ch«eee and 
butter manufacturers compete fur existing supplies of manufacturliiK milk. 
Strong demand for cheese is diverting milk from butter production. Many small 
creameries face disaster from the oost-prlce squeeze tliat results. The increase 
in bTttter prices that results threatens to hurt the market for butter — an actl<Hi 
which in the long run will injure dairy farmers who produce mainly for butter 
production. (USDA Press Release 9!i4-6U) 

The imbalance in manufacturing milk supplies was sought to be 
alleviated by increased cheese imports. Now it is claimed apparently 
that there has been an overabundance of Iielp to correct the imbalance 
in manufacturing milk supplies. 

The imbalance, however, of decreasing milk production is still 
with us. The Department or Agriculture, in support of the announce- 
ment of the increase in the price to be paid to producers for fluid milk, 
stated the following (Federal Register of Apr. 27, 1967) : 

The effect of off-farm opporttmities for employment would be felt most in 
heavily Inanstrlallied states. In an area extending from the Atlantic Reaboard 
states tlirough Ohio, Indiana. Michigan and liiinots, total milk production con- 
tinues this year under a year ago. While a nimi.ber of states in otiier regions had 
Increases in recent monitjis, the moHt significant in quantity were the States of 
Wtsconsln, Minnesota and Iowa, representing agricultural areas of heaviest milk 
prodiK^on. 

D«iiry economists in some Midwestern states pointed out that other farm entw- 
prisea have been absorbing Increasing proportions of land and other prodncUOD 
resources, tbua diminishing the land and resources available for dairying. Tbis 
situation therefore limits the potential for a return to former levels of milt 
production in these states where production baa fallen off in recent yeara. 

National milk production in the first 3 months of 196T continued at about 
the same level (up about 0.3 percent) aa a year ago following the decline In 196B 
and 1966. Milk production declined 2.2 percent In 1965 and 3.2 percent In 1966 
from the year before. 

It is to be noted that this decline alone is more than twice the amount 
of milk equivalent in all dairy products imported into the United States 
in 1966. 

The statement proceeds as follows : 

The piitentinl for possible upturn in milk production is limited by the reduced 
nimibcr (rf dairy cows now on farms. The number of milk cows on failna is cur- 
rently at the lowcHt level in the i>ast forty years. An immediate Increase in pro- 
duction can only <:<niie from grcatpr [iroductinn per cow at a rote bt^ond what 
ninny ctmsider likely. Feeding and management for maximum production will be 
required to niniutalu present levels of prodnctlcm. Proponents assert that this will 
occur only if producers have confidence tbeir returns will continue at levels at 
least ns high ns in the past 12 months. 

The decline in the total milk cow population has been a deflnlte trend since 19M 
and has continued through J96C. The 6 percent decline in the January 1, 1996, 
total compared to January 1, 1963, was the largest year-to-year decline since 1964. 
For .T:inunry 1, lOG", the number of cows and heifers tw'o years old or over k^t 
for milk declined fttrther to 5 percent below a year earlier. 

Dairy heifers 1 to 2 years old declined in number 6 percent as of January 1, 
1967. compared to a year before. The reduced ratio of numbers of such heifers to 
milk <-nwB. 23.8 this year compared to 28.0 in lfl«0 and 1961, (and intermediate 
ratios In following years) indicates that leRser replacement stock is available. 

Ill terms of milk prmluction, the effect of lower cow numbers has in recent 
months been offset by increased production i)er cow. This recent, increase In 
production per cow (about 5 percent over a year ago for the first 8 months of 
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19G7) has been at a more ratUil rate than iM>nnal. ami produuer represeutatlves 
state tbst It 1b nion tban <-uuld lit- reuMiiinblj- txjiecttNl to continue. Thus, 
Itmspectlve iDcreaaen In prodiu'tiim iwr c-ow cuiinut W n-lied upon tu result In 
greater total ndlk production whili> cinv uuiuliers continue to decline at the same 
rate bb In recent years. 

Prodocer reprewntntlvn state that rurrent ample prodiKtion In certain Sold 
markets 1b due to iwlce aRuuranceH ^Iven by previous Department actiona, and 
particularly favDrfit>le priKluctlnn condltloiia ex<'ppt in the Southwest r^on 
where 'droQght condftlnnR hnve iifTcx-ted pnHtures. Because of the tncreaaing costs 
and BltematiTe opportunitle* for dairymen, a higher level of milk prices was 
beld to be necessary for an tnclefliilte period. 

Long term adequacy of milk supply In relation to total milk and dairy product 
consnmption will be affected by the rate of population growth. During recent 
years milk production bus cIi-<-Iined. while the population Is increasing. The effect 
ot these two trends in opposite directions, if continued, would lead to suttstantlal 
redaction in milk avallabie on a per capita basis to eonaumera. 

It would appear to In* inconsi stent, in the light of wha,t the Secre- 
tary has said, to impose additional import restrictions on dairy prod- 
ucts and more particularly on cheese. The Secretary states that "the 
decline in the total milk cow population ha.^ been a definite trend since 
1054 and has continued through 1966," This trend, as well as the down- 
ward trend of milk production, existed liefore the claimed influx of 
dairy imports. This trend was definitely a factor in the rising price 
of domeafic dairy products which caused the adminisf i-ation to make an 
immediate increase in the Cheddar quota and to recommend further 
increases in this quota. Prices i-ose to a level not only above the sup- 
port level, but substantially above same, attracted foreign imports. 
Since then, by reason of the increased impoi-ts, prices have stabilized 
themselves at a more realistic level and the <lomesfic industry, includ- 
ing both cheese and butter manufactui^rs, ai-e able to secure milk 
supplies sufficient to meet their needs. 

TKPOvn OP COLBY CHEESE AND BDTTBRPAT-StJOAR MIXTtrHFS 

The reason for the substantial increase in imports of Ck)tby cheese 
and butterfat-fiugar mixtures is understandable in view of the facte. 
Prices of dairy products were relatively high in the spring of 1966, 
Although at the hearing held a year ago with respect to increasing the 

Sota for Cheddar cheese, the ifact. of the growing imports of Colby 
eese was often referred to «s an argument against any increase in tlie 
Cheddar quota, no steps were taken to restrict the importation of this 
cheese. This apparently was due to the short supply situati<m ref erre<l 
to in the Secretary of Agriculture's press release. 

Colby cheese, along with Cheddar cheese, is one of the types of cheese 
whidi may be used in the manuf act.ure of pasteurized process American 
dieese, cheese food, and cheese spread. The standard of identity estab- 
lished by the T7.S. Food and Drug Administmtion for pa.sfeurized 
process cheese (21 CFR, sec. 19.750) provides as follows : 

In case it Is mad^e of clieddar cheese, washed curd cheese, coibiv cbe««e, or 
granular cheese or any mixture of two or more of these it may be designated 
'Tastenrized process American cheese"; or when Cheddar cheewe, waahed curd 
cheese, colby chee«e, or granular cheese or any miiture of two or more of the«e 
Is comttlned with other varieties of cheese in the cheese Ingredient, any of such 
cheeses or such mixture may be designated as "American clieese." 

In the packaging of cheese labeled "pasteurized process American 
oheesf^" it is not required to state on the label whidi of the specific 
vari^iesof cheese provided for in the standard were used. 
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Pasteurized process cheese, cheese food, and cheese spread, is tihe 
cheese of greatest volume consumed in the United States. There is no 
other dieese which is sold in anywhere near as great a volume. The 
comparable figures of production of different types of cheese is set 
forth in the t^les submitted with this statemeoit. It is apparent 4^at 
American ^ype cheese alone, which comprises Cheddar cneese, Colby 
cheese, washed curd cheese, and granular cheese, all of which may tie 
used in the manufacture oi pasteurized process American cheeee, and 
jack cheese and monterey cheese, make up two-thirds of the total pro- 
duction and consumption of cheese in the United States. Since imports 
of Colby cheese were not restricted, the importation of same was not an 
evasion of existing regulations since no restriction against its import 
existed. This type of cheese and the other types which may be used in 
the manufacture of pasteurized process American cheese are the only 
varieties of cheese, not presently under import restriction, which can 
be sold in the United States in any substantial quantity in relation to 
total cheese consumption. The imposition of import restrictions on 
"American-type cheese" as a result of the proceedings currently in 
progress under section 22 of the Agricultural Adjustment Act would 
meet the demands of domestic producers and restore the effectiveness 
of tie act to limit imports, as in the previous 13 years of its operation. 

In addition to the enormous volume of cheddar and "American- 
type cheese" consumed in the United States, there is a great volnme 
of butterfat used in the manufacture of different products including 
ice cteain. In view of the fact that restrictions heretofore imposed on 
buttet^at-sugar mixtures were limited to products containing 45 dm:- 
ceUt or more of butterfat, importers (who incidentally were not his- 
torical cheese importers) avoided restrictions by importing products 
Containing less than 45 percent of fat. The proceedmgs currently in 
progress under the Agricukural Adjustment Act are Tot the purpose 
of con^dering the imposition of import restrictions on this product. 



As shown above, and by the tables of statistics, the amount of for- 
eign cheese consumed in the U.S. is minute. This is especially so in 
a country that produces 120 billion pounds of milk and consumes over 
2.7 billion pounds of cheese, including cottage cheese. Imports of all 
dieese in 1966 amounted to as little as 0.2 of an ounce of cheese per 
capita, per week. The total amount of milk equivalent in all imported 
cheese represents only a very minute percentage of the total U.S- 
milk production. Based upon an importation of 135 million pounds 
of cheese in 1966, a substantial portion of which was made from partly 
skimmed milk, it is estimated that the milk equivalent required to man- 
ufacture said cheese is about 1 billion pounds. This compares with a 
total U.S. milk production in 1966 of about 120 billion pounds. The 
Iratio of milk equivalent in imported cheese compared to U.S, milk 
piwduction is less than nine-tenths of 1 percent (0.9 percent). 

The figure that in terms of milk equivalent, imports have increased 
from about 900 million pounds by 300 percent to 2.7 billion pounds, 
loses sight of several important facts. First, that milk equivalent in 
the form of cheese represents only about one-third of the total im- 
port and that domestic cheese production has increased by a far 
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greater amount than the inrrease of imports — see table of imports. 
Second, that total U.S. milk production m 1066 was about 3 billion 
pounds le69 than in 196.'>, and that totnl imports of all dairy products 
do not even make up for this deci-case in U.S. milk production. Al- 
though the fi^fuTB 300 percent is large, the actual amount of milk 
aoivalent in imports doeij not even make up for the smaller timount 
milk production in 1966 as compared to 1965. Third, the said total 
imports mclude products which liare historically been imported into 
the United States containing at least 9 million pounds of milk equiva- 
lent. The 1966 reduction in milk production follows a similar reduc- 
tion of about 2,800 million pounds in 196.5 compared to 1964. It is 
apparent that in 1966, imports were apparently necessary in order 
to help balance the supply demand situation in the United States, 
and it was for this reason that tlie President proposed to increase 
the quotas for cheddar chee^te. 

We note the following section from the report of Congressman 
lliixnas B. Curtis, congressional delegate for trade negotiations, sub- 
mitted to tiia House of Sepresentatives on April 13, 1967: 



But on th* wftole, and without the l>eneQt of details study of thia problMD, 
the inrt^Ktsal that all dali? Imports nhould wlthont r^erntee to rurttaer facts 
and argument be more strictly controlled lacks an element of good sense. A 
farther sobering factor Is that for tlie types of cheese under cinota, Imports 
In 1966 were actually less than imports In 1051, the year the quotas were Imposed. 
Since 1901, U.S. prodncticu of the same cheeses fncreaaed from 1.2 billion ronnds 
to 1.74 btlUcn pounds. There has been no flexibility In the U.S. quota syston, 
as there is in U.S. meat quotas, that would allow gradual Increases In quotas In 
propartloa with increased dranestlc consumption. 

PROPOSED OCTBACK OF IMPORTS TO 1861-65 ANNUAL AVBHAOE 

It has been proposed in the pending legislation that imports be re- 
strictied to the average annual amount imported in the years 1961-66. 
This loses sight of the fact that there has been a substantial increase 
in U.S. coTWumption and utilization of cheeee in the last 6 years. 
Production has increased from 1,592,092,000 pounds in 1962 to 1,873,- 
595,000 pounds in 1966, an increase of 270,573,000 pounds. This in- 
crease in 4 years alone is twice the volume of imports of all cheese in 
1966. It also loses sight of the fact that imports of cheddar cheese, as 
weU as 8pe<rified other types of cheese, have been restricted and there- 
fore always kept below tlie imiount fixed by quota. Furthermore, that 
there has been no complaint until the last 6 montlis against imports 
■of dairy products, and then only with respect to the two products pre- 
viously mentioned. Only a year ago, the administration was seeking to 
increase cheese imports. The aiuiuaj average of American cheese pro- 
duced in this coimtiT — which term in tlie USDA tabulation of sta- 
tistics includes cheddar cheese, washed curd cheese, granular cheese, 
jack cheese, and raonterey cheese — for the years 1961-65, inclusive, is 
1,133,339,000 pounds. In 1966, U.S. production of American cheese 
amounted to lj234,490,000 pounds. I hear no proposal to cut U.S. 
production back by tlie 100 million pounds' increase over the annual 
average from 1961 to 1965, nor do we propose or want such a cut, I am 
Mily trying to demonstrate the unfairness of a proposal which would 
further unnecessarily restrict the busmess of 17.8. cheese importers 
whom I represent, and the discrimination against the operation of an 
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industry that makes a substantial contribution to the dairy industry 
as a. whole, to the tastes of the American cheese consuoier and to the 
economy of our country. 



The imposition of restrictions against the import of cheese is «»- 
trary to the obligations undertaken by the United States under the 
General Agreement on Tariffs and Trade and is contrary to our best 
interests in international trade. The United States ^ught and secured 
under the General Agreement <hi Tariffs and Trade a waiver irom its- 
obligations so tliat section 22 might be applied without conflicting with 
its international obligations. Tne U.S. delegation, in presenting the 
matter at the 1955 session of the contracting parties, stated : 



The mere facte th&t tbe price of a product is eligible for price enpott and that 
its price is higher thaa world prices does not mean that Import controls wUl 
necessarily be Imposed under Section 22 . . . Whether such Interference (i.e., 
with a government agricultural program) will arise depends In large part on 
the relationship between the domestic market price and tbe Import: price. If the 
domestic market prk-e Is above its support level ... no Section 22 problem 
arises . . . Thus, It Is only where a clear threat of injury to the program from 
imports actually exists that action is taken under Section 22. 

The price of foreign types of cheese is above the support level and 
there is no real basis for continuing restrictions on tnese types of 
cheese. As previously indicated, the volume of removal of dairy prod- 
ucts from tne commercial market is so low that it can hardly be stated 
that tlie total supply burdens the price-support program. 

Furthermore, it is contrary to our own best interests and the best 
interests of the American farmer to continue these import restrictions. 
Remarks recently made before the Senate by Senator Stuart Syming- 
ton, of Missouri, which were printed in the Congressional ^Record of 
April 24, 1967 (S. 5746), are particularly in point. I quote: 

Mr. President, the Kennedy round of the trade n^otjations will be ending In 
a matter of a few weeks. It will then be up first to the administration, and lat^ 
the Senate, to evaluate Uie results of those negotiations and decide what has been 



These decisions will have major import to many areas of trade, for tw6 reasons 
none more important than those affecting agricnltiire. 

First. U.S. agricultural exports bave moved ahead more rapidly than any 
other export Item since the early 1960'a ; and we must be certain that the outcome 
of thesic negotiations provide an opportunity for continued maintenance and 
growth In these agricultural exports. This is important to farmers, to the agri- 
bUfiness complex, and to our total economy. 

Second, in that these agricultural ezporta play a vital role in the continuing 
unfavorable balance of payments problem, the results of the Trade ExpanaiDn 
Act are importantto all Americana. 

Since the early iflSO's, each year U.S. agriculture has set new export records 
year after year. Let me cite a few facts and flgures. 

U.S. agricultural exports today are at an alltlme high of smne |7 billion an- 
nually. That issllghtly over one-fourth of the Nation's total exports--agricnltural 
and industrial combined — and an Increase of more than 50 percent since 1060. 

Exports brings the American farmer 17 cents of every market dollar he re- 
ceiver, or almost twice as much as a dozen years ago; in other words, the export 
contribution to domt>stlc farm Income has almost doubled during that period. 
In ad<lition. these exports have naturally expanded Income by a substantial 
amount through the strengthening of (arm prices across the board. 
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The progress Is kKrlcultural exportx in the IflOO's will go down iu history ae a 
great achieveiuent, not the leaitt of whkh In the healthful ultin-t on nur countcf's 
balance of paymenta. 

From a trade balance point of view, we are dofnic much Ix'tter In our a?Ticiit- 
tnral trade than in our Industrial trade. As eTample. in the ealenOar year IMtU. 
the Uoited Statea had a total favorable trade balauce of fltM billion ; and of tbat 
total the agricultural trade balance accounted for J2.4 billiuii. two-thirds of tbi» 
favorable margin. 

Since 1900, dollar eximrto of farm products bare totaled (29. 1 lilllion. which, 
along with jl J billion In 'avoided expendltunta' throuKh the uxe of foreitcu cur- 
rencics acquired und^r Pnblic Lav/ *M. gave a total of 930.lt billion in dollar 
earnings from agricultural exyortK to apply agatiist the dollar drain. Without 
agrlcutural exports, our serious international flnances would be in critical abape. 

Excellent work bns been done in Ja[>an on t)ehalf of wheat, soybeans, and tal- 
low ; In Western Europe on rk-e. fruit, and soybeans : and in cotton all around 
tbe world. BfTective farm product promotion has also been accomplished through 
trade fairs abroad, particularly in tbe case of processed food. 

NevertbeleM these imaginative promotional efforts are abont powerless unless 
the doors to trade are kept open. 

While negotiations no on in Geneva to reduce world-trade barriers, 
we are here apparently for the purpose of ereotine additional U.S. 



trade barriers. The imposition of restrictions on the importation of 
cheese, and particularly upon cheeses which have historically been 
imported into the United States, closes the door, if not completely at 



least partly, to trade with countries who buy more from us than we sell 
to them. The following represents the volume of trade in 1966 in U.S. 
dollars between our country and the principle countries from which we 
have historically imported foreign types of cheese, as reported by 
U.S. Customs: 

(In U.e. doUan] 
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The balance of trade with these countries is strongly in favor of 
the United States. How can we now adopt additional legislative re- 
strictions against cheese imports without very compelling reason 
(which certainly does not exist in view of the facts and section 22 
of the Agricultural Adjustment Act) without offending the countries 
from which we import these cheeses ? 

The cure proposed in S. 612 goes far beyond the ailment. Section 22 
of the Agricultural Adjustment Act was conceived and adopted to 
meet just such problem as is here presented, and has operated, ap- 
parently successfuUyj until the last few months. The complaints which 
have arisen against imports of the only two products not presently 
under import restriction, which could be used in substantial quantities 
in the United States, are now the subject of proceedings under the 
act specifically tailored to meet the situation. The provisions of S. 612 
would unnecessarily regiment, stifle, and destroy the cheese importing 
industry. We are presently, and have been for 15 years, operating 
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under import restrictions which have restrained growth. Imposuic 
restrictions across the board, on the basis of total batterfat and milk 
solids imported, makes no provision for the importation of historical 
cheeses, nor does it assure historical importers an opportunitv to im- 
port cheeses &om historical countries of origin. The bill will create 
a great many inequities and may result in even greater damage to the 
domestic industry by the importation of butterfat and milk solids 
in forms wMch are more competitive with the domestic industry^ 
whereas the historically imported foreign cheeses have uniformly been 
higher in price than the domestic product. The cheese import industry 
has been the cornerstone of U.S. manufacture of foreign types of 
cheese. It has not only served the domestic industry, but has served 
consumers as well. The adoption of S. 612 is totally unfair, unwar- 
ranted, and imnecessary. 

CHEESE IMPORTS, DOMESTIC PRODUCTION 

& DOMESTIC CONSUMPTION 

1931-1966 




rrtiaSiisiiii*: 



il^HXH^IC 



ESUBT lUPOBT ACT OT 19B7 

RATIO OF CHEESE IMPORTS TO 
DOMESTIC CHEESE PRODUCTION 

1931-1966 
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orcAeTMtNT 0» co"Mlxci 



Mr. Fbouxk. I would like to call attention to tuu] introduce as ez^ 
hilats the tables that are attached to my statement, the first of which 
is a table of cheese production and imports in th« tTnite4 States by 
types, 1936 to 1339 average, annual 1949 through 196& in thousaiMb 
of pounds. 

Senator Holland. Without objection, thftt wiU b« incorporated, in 
the record. 
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(The table relerred to follows : ) 

Cheese — U.S. prodvction and importi of eheeae by typei, 1950-S9 average, annual 
1949 through 1906 
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J, Wulisi] Curb, Jaak, ttaaXectj, vA 



Pioduatlon eicladet oottsga lypw and full sUm milk cbecBe. 



Mr. Fromeb. At this point I would like to direct the attention of the 
committee to some very significant facts and ti^ to answer some of the 
very pertinent questions that were raised this morning by Senator 
Mondale. 
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The business I am testifying with reference to is one concerning the 
historical imports of che^^ which is the cornerstone of our cheese 
manufacture m the United States. Such cheeses as Italian-type cheese, 
current U.S. production 270 million pounds. We can refer to the table 
I have submitted, and you will note 1936-39 average of production of 
cows' milk cheese in the United States was 15 milGon pounds. 1966 it 
had gone up 1,800 percent to 270 million pounds. In one year alone, 
from 1965 to 1966 it increased — that is production increased by some 
26 million pounds. 

Vow, look to the right on this schedule, and note that the 1936-39 
average of imports of the same type or cheese was 7 million-odd 
thousand pounds. In 1949, 8,088,000 pounds. 1950, 8,585,000 pounds. 
And then it dropped down 16 years later, 1966, to 8,228,000 pounds, 
several hundreds of thousands of pounds less than we imported in 
1951. 

If we look at the year 1963, you will note that our imports were 
10,200,000 pounds, which is 2 million pounds more than we imported 
lastyear. 

Now we have been hearing such phrases as loopholes, cut Italian 
cheese, grated Italian cheese, evasion of import restrictions and what 
have you. 

Cows' milk Italian-type cheese is under import restriction. The 
figure 8^8,000 poimds represents cows' milk Italian-type cheese in 
every form — cut, grated, prepackaged, in whole loaveSj and other form. 
So that they certainly cannot be talking about any injury from tlus 
kind of busmess. They certainly cannot be asking for across-the-board 
restriction with regard to this kind of product. 

Let's move now to another foreijp-type cheese on the schednle — 
blue mold cheese. This cheese was onp^nated in Denmark many years 
ago. Our history of imports start about 1936. By 1939 we were at the 
level of 3 million pounds. This was very short,ly before the war, and 
imports had not reached the normal level wliich it could reach. 

In 1949 those imports — those imports amount to 1.300,000 pounds. 
Denmark's herds still had not resumed their prewar level. And these 
are hardly representative of a true volume of norma] importation. 

In 1960 it went up to 3 million and in 1951 to reached the level of 5 
million pounds, which would be about what would be normal under 
conditifms where milk was available for production. 

The domestic industry started from nothing. It was an infant in- 
dustry. It filled the gap created by the cessation of supplies of blue 
cheese from Denmark. 

In 1951 production amounted to 7,232,000 pounds. In that year we 
got our first import, restrictions on cheese. In the following year you 
will note that imports of blue mold cheese, which principally came 
from Denmark, fell to 3 million pounds. 

The domestic production has gone up from the figure of 7,232,000 
pounds in 1951 to 22,445,000 pounds last year, or triple the amount 
at the date and time- that import restrictions were imposed nn this 
variety. 

On the (Hher hand, imports of Uue cheese are about stagnant, and 
. last year werp the,same'5 million pounds that th^ were in 1951, 
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We move on to Edam itnd Gnnda cheese. What I am doing here, 
Senator 

Senator Holland. You are sticking to the ones tiiat are not the 
ones that have made this big difference. And I don't think that is pro- 
fitable from your standpoint or tlie committee's. 

Mr. Frouer. I am going to touch every one, and then evplain to 
you why I am doing it this way. 

Now, if you wiir examine each one in turn, you will not« that the 
production of the domestic variety has gone up very substantially, 
whereas the production of the import variety has been stagnant. The 
only real difference is in your first column of American-type cheese. 
There the imports increase substantially over the last 3 years. 

Now, I am going to try to present this case, Senator, from every 
angle. 

I want you to know this. 

First, I was bom to the dairy business. I have been in it all my 
life. My people sold cheese from a retail store, and then distributed 
it from horse and wagon. I did it myself. We had plants in the 
United States. I still represent a substantial number or domestically 
producing plants, and so I know the problem, I think, of domestic 
producer;?. 

I also think I know the problem of the cheese importers. 

What I am trying to indicate to you here is that we have no problem 
with cheeses which have historically been imported into the United 
States. These cheeses do not injure the domestic industry. They help 
it. They stimulate production of foreign-type chee~ses, stimulate con- 
sumer tastes. 

The only problem, and the only complaint that we have had, is with 
respect to Colby cheese. Colby cheese is included in the category of 
American-type cheese. And this problem should ha\-e been expected 
and anlicipated at least a year ago, because a year ago the Secretary 
of Agriculture found that there was an imbalance in milk supplies — 
sucli an imbalance that he felt and stated that butter-producing 
plants were not getting sufficient milk to be able to satisfy the 
demand. 

Now, I have this set forth in my statement, exactly what the 
Secretary said at that time. And at that time the President made an 
emergency increase in the cheddar cheese quota of about a million 
pounds. 

I would like to quote from page 9 of my statement. 

The action to Increase cheddar cheese imports is being taken to help alleviate 
an Imbalance in mBnafacturlnK milk supplies wlilch has develc^ted aa cbeese 
and butter manufacturers compete for existing supplies of manufacturing milk. 
Btrong demand for cheeKe Is diverting milk from butter prodaction. Many 
small creamerlee face disaster from the coet-'price squeeze that results. The 
increase In butter prices that result threatens to hurt the market for butter — 
an action which in the long run will injure dairy farmers who produce 
mainly for butter production. 

So at that time only a year ago we were looking for additional sup- 
plies and increased the cheddar dieeee quota. 

At that hearing. Senator, domestic producers were present, they 
complained about the imports of Colby cheese, and you could foresee 
what was going to happen. 

It's quite simple, for this reason. 
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'The cheese of greatest production and consomption in the United 
States IB chedd&r and processed American cheese. For the benefit of' 
the Senate committee, I would like to explain that the Food and Uru£ 
Administration establishes standards of identity for every kind oi 
cheese. 

I would like to submit as part of the record, or for reference by the 
committee, the yearbook of our Cheese Importers AssociatioQ in which 
Ve set forth the standards of ail types of cheese. 

Now, included in these varieties of cheese are four vanetiee which 
may be used for processing a product to be labeled processed American 
cheese. In other words, ifyou use Colby cheese or stirred curd clieese 
or granular cheese or cheddar cheese in the manufacture of processed, 
cheese, you can call it processed American cheese. It's almost like add- 
ing insult to injury, because the product does not have to be labeled 
with the country of origin ; it is a newly manufactured product, and it 
can be used in millions and millions of pounds, because this is the item 
of greatest consiunpf ion. 

The table will indicate that two-thirds of our production is actuallv 
American cheese; of a production of 1,873,595,000 pound.s, 1,234 mil- 
lion-odd is American-tvpe cheese. 

This is the type of cheese that goes into making the proc«esed 
dieese, processed cheese foods, and processed cheese spreads. This is 
like an enormous vat, and you can throw all this production in — so that 
if it can be produced from abroad and come in without restrictions, it 
obviously can be used in enormous quantities. 

Xow, there are only two i>roducts that can be used in such enormous 
quantities and only two products to be worried about 

I was particularly intrigued by Senator Mondale's questiwi — "Why 
will it be successful this time to invoke section 22 of the Agricultural 
Adjustment Act ; why wasn't it successful before ?" 

I think the answer is simple to those who are knowledgeable, and 
it should be apparent also to the Secretary of Agriculture's office, and 
I am sorry they did not give you a better explanation of why it is going 
to work this time. 

You have on the one hand the only cheese that is not a so-called 
foreign variety and that can be sold to consumers in substantial quan- 
tities, which IS the American-type cheese, and I include by specific 
variety those I previously mentioned, production and consumption 
of which runs into the many millions of pounds and over a billion 
pounds. Aside from that, you have butterfat, butterfat that can be im< 
ported to use in the manufacture of products as ice cream, or other 
manufactured products where the butterfat loses its identity com- 
pletely as a foreign product, and it is not being sold as butterfat — it's 
being sold as a manufactured product. 

Now, if Tou put imder restriction these two outlets for milk, for 
butterfat, for cheese, you have now covered the field. And that is 
why it's going to be different this time, and that is wliy it can be and 
wUl be successful, because you are taking all of tlie products that 
can be sold in bulk, and you are placing under restriction the ingre- 
dients of those products. This makes it a vastly different situation 
than we have had before. 
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_ Now, I have heard Senator Mondale refer to the rise, the reToln- 
tiotuuy rise in the imports — why the revolutionary imports. What 
revolutionary rise ? Certainly not m cheese. 

If, Senator, you will take a look again at table 1, you will note tiie 
following. 

In ldS6 we imported 46 million pounds of Colby cheese. Now, Colby 
cheese to me is not a foreign-type dieese, it is not a cheeae of hia- 
torical — that historically was imported into the United States. So let 
us take out from these statistics the Colby cheese, and see what we've 
got left. 

When you take out the 46 million pounds of the 135 million im- 
ported, we have 69 million pounds of cheese, compared to 58 million 
pounds of cheese 30 years ago. In the same period of time our domestic 
production and consumption has grown from 600 million to 1,873^000 
pounds of cheeae. 

If you eo back year by year — in 1965 we imported 79 million pounds. 
If you take out the 14 million pounds of Colby cheese, you have <mly 
65 million pounds of cheese, barely more than what we imported in 
the 1936-39 average. 

I would like to submit to the Senate committee a table of cheeee im- 
ports by variety, by country of origin, so that you may see for your- 
selves exactly what part of the so-called American import is Colby 
cheese. 

Senator Hollamd. Your first insertion as an exhibit does not show 
what the source is. Where does it come from ? 

Mr. Fbomer. The source of that is U.S. Customs statistics. 

Senator Holland. Where does it say that? 

Mr. FROBOat. It doesn't say on the bottom of that one — but I'm look- 
ing at the next one. The source is the U.S. Department of Agriml- 
ture — U.S. Department of Commerce. If you will turn the page 
over 

Senator Holland. I just wanted these identified as to source. 

Mr. Fromer. Bight on the bottom of that exhibit — U.S. Depaitment 
of Agriculture and U.S. Department of Commerce. 

Senator Holland. That is your chart. 

Mr. Fromer. The chart is made up from the statistics. 

Senator Holland. The statistics supplied by whom ¥ 

Mr. Fromer. The statistics are supplied by the U.S. Department of 
Agriculture and the U.S. Department of Commerce. It is USDA, and 
Customs from the DepBJlment of Commerce. 

Senator Holland. All right. And now this second one. 

Mr. Fromee. This one is taken from the U.S. Customs. 

Senator Holland. It says here compiled by CSieese Importera As- 
sociation of America, Inc., from U.S. Department of Commerce. 

Mr. Fromer. That's the Customs branch of the Department of 
Commerce. 

Senator Holland. All right. 

{ The table referred to follows : ) 
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Senator Holland, Let me see if I get your point. Is your point 
this — that the restrictions ough to be aimed at Colby cheese only? 

Mr, Fromer. My point is this : S, 612, which places restrictions across 
the board on eveiything, is not suited for the purpose that you are 
trying to accomphsh. Section 22 of the Agricultural Adjustment Act 
is specifically tiulored to control products which are interfering with 
the price-support program. Under section 22, as you know, we have 
had liearings these past 3 days, and an investigation is in progress, 
and I anticipate a very quick report from the Tariff Commission, and 
the Tariff Commission has the duty to report with respect to restrict- 
ing imports of specific commodities, and the specific commodities in- 
volved are the butterfat sugar mixtures and the Colby cheese. 

Senator H<>i.ru\ND, Tliere is no re;ison nhy they cannot impose 
restrictions on tlie im]jort of mixed sugar 

Mr. FiiOJinR. There is no reason at all. 

Senator Holland. I hope they will. And I think it could be done in 
this bill. You understand this bill does not have to go to the Senate in 
the identical form that it is now. 

1 notice if you average the 5 years, for instance, of imports on 
Italian cows' milk, you get. a figure almost identical with the amount 
that you brought in in 1966, And under this bill here, the new figure 
would be based on the 5-year average. The 5-year average runs all 
the way from a low of 7,771,000 to 10,200,000, and the 1966 figure is 
8,228,000. The average of the 5 years would not be far from that. It 
might be a little above that. 

Mr, Fromkr, Senator, the trouble with the bill is simply this. You 
are going to be placing under import restriction a multitude of dif- 
ferent firms. Some of these importations are miniiscule, Everytime 
you want to make an importation, what do you do? Look for a license ! 
Wlio gets the license? Who makes the importation? Is it necessary 
to put restrictions on a man's business under these circumstJinces ! 
Wliat is limiting imports of Italian-type cheese 

Senator HoLi^ND, You are already under section 22. 

Mr. Frosier. No; that's not what is limiting it. What's limiting it is 
the consumer who is not buying the present q^uota. The present quota 
is 11 million pounds. Eleven million pounds is not being imported. I 
indicated to you that 3 years ago we had imports of 10 million pounds, 
and right now only 8 million pounds. 

Here's what happened. 

How do you regulate an industry! Do you give people licenses! 

Now, I want to go into business and import some special variety of 
cheese, some Bel Paese cheese, or other fancy sounding Italian-type 
cheese. 

Do I go to the Secretary of Agriculture and say, "Give me a license"? 
Who gets the license first! Is it necessary! Are you going to restrict, 
for instance, cheeses like Pecorino Romano cheese! Are you going to 
restrict the importation of Switzerland Swiss cheese? Are you gomg 
to offend those countries by putting restrictions on the import of their 
products when there is no need for it here ! 

There is no need for restrictions on anything else other than what 
interferes with our price-support program, what interferes with our 
industry. 
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What interferes? Not the higher price Italian cheese. Xot the 
Pecorino cheeses. Not the blue cheeses under these i-estrict ions. 

If you had ao licenses at all, do you think we could consume much 
more 1 

We would not be hurt you say because we ace not importing that 
mudi at all anyhow. Then why restrict it? This is supposed to be a 
free country or free enterprise. If it doesnt hold any danger to the 
domestic industry, why complain? 

Senator Hoixand. I can see what you are afraid of. I think that 
could easily be taken care of by one additional sentence in this act, 
simply reciting that as to varieties of traditional imports, where there 
is no problem of great increase, that the Secretary would be instructed 
to not interfere with the traditional number. 

But you cannot restrict him otherwise, because they keep changing 
these imports. If you do not have general terms, with a simple restric- 
tion or limitation, it keeps him from hurting you on traditional im- 
ports — it seems to me you would be back in the same trouble that you 
have been in up to now. 

Mr. Fhoher. No ; you cannot be back with the same problem, because 
it is not so easy as you may indicate by simply changing a name. 
There are only certam things that will sell in this country. As far as 
cheese is concerned, it is ch^dar cheese and processed cheese. All the 
rest — if you call it XYZ cheese, it doesn't sell under that name — cer- 
tainly not in a ^gnificant quantity. 

The other thine that sells is butterfat. And if we restrict butterfat, 
which is purported to be done under 

Senator Houand. You are not taking the position that the vastly 
increased imports of cheese has not hurt the American producers, are 
you? 

Mr. Fbomeb. Again — ^the vast increase in what kind of cheese? 
Only Colby cheese. What I am trying to tell you is this. If you liave a 
restriction on Cheddar cheese, and you don t have a restriction on 
Colby cheese, both of which can be used for the same purpose, you are 



obviously gomg to get imports of the cheese not under restriction. So 
what do you do? You simply put everything, every type and variety 
that can be sold as processed American cheese under restriction — be- 



cause as you know from the statistics, two-thirds of all the cheese con- 
sumed in the United States is of this sroecific variety. Yet they have 
left out of restriction — and this is on advicepresumably of the Secre- 
tary of Apiculture, who did not advise the Tariff Commission to look 
into it up until now — they left out of restriction the Colby cheese. 

Now, you cannot tell me — ^next week somebody is going to come and 
make aa XYZ cheese and sell it in large quantities — how ? He cannot 
put it into processed American cheese. 

I would like to submit to the committee a summary of the require- 
ments of the Food and Drug Act. It is also in this connection. I want 
to point out to yoUjWhy it cannot be done. 

The Food and Drug Administration has established standards of 
identity for every kind of cheese. The standards are set forth on page 
22 and following in our cheese annua] book. 

Senator Hollano. Is Colby cheese an existing and recognized va- 
riety 
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Mr. f^oHEB. Colby cheese is identified in this book right here on 
page 22. 

Senator Holland. W1i«i was 

Mr. Fromeh. 1947. 

Senator Holland. Colby cheese was known as such prior to 1947, 

Mr. Fromkr. Eight. Now in the manufacture of pi-ocessed American 
cheese, the Food and Drujj; standard— and the standard is in here — 
clearly says that if a cheese is made from Cheddar clieese, Oolby cheese, 
washed curd Jdieese, or stirred oard cheese, its label mny bear the name 
processed American cheese. You don't have to put tlie variety. Proc- 
essed American cheese. 

This is the only kind of cheese — these are the only kinds of cheese 
that can be so labeled. These are the only cheeses that can be sold in 
Such voluma That is why we have recommended to tlie Tariff Com- 
mission that if and when tiiey put on these restrictions to make sure 
they just don't put in Oolby cheese, but that they also put in each of 
the varieties which may be used in the making of processed American 
cheese. 

Now, when you close up that gap on the one hand, and you close 
up the gap with regard to fat on the other, by saying anytmng with 
OTer 5% percent of fat, any mixture would come under import re- 
striction, where else are we going? 

There is a standard for every kind of cheese. Tou cannot simply 
make a cheese, bring it in, and then process it and call it processed 
American cheese. 

I will give you an example, for instance, of what happened, one 
complaint. 

Senator Holland. You havent got of course all the cheeses by any 
manner of ijieans listed here, 

Mr. FhoMer, Yes ; every che6se is accounted for in that table. 

You win note in the lower right hand column, total imports — that 
is every kind of cheese. And you will note in the one next to it "other 
cheese." This is the lower halt of the page. The lower half of the page 
starts on the left with first Pecorino cheese. 

Senator Houand. All others 

Mr. Fhomer. That's all except what is specifically mentioned. 

Senator Holland. And that includes your Grorgonzola, Brie. 

Mr. Fromer. That will include Brie. The Gorgonzola is a blue mold 
cheese. You note under the word "blue mold," there is a note 2, and it 
says it includes Grorgonzola. 

Now, going down to the second line — the first variety says Pecorino 
imports, Peco meaning sheep, Pecorino meaning sheep's milk cheese. 

You will note out of the total import, and normal imports are around 
75million, 15 million are Pecorino cheese. 

Now, here is another interesting and significant f act- 
In 1962-6S, for example, we imported 17 million, 17 million, and 
rince then it has been going down, down, down — 1966, 15 milli(m 
pounds. We were way back to where we were years ago. What does 
that indicate? That somebody is trying to bring in a lot of cheese and 
destroy this market? Or does it indicate that the consumers simply 
will not buy a product just because you bring it in. 

Senator Holland. I think you nave made your point and made it 
well. 



dbyGooglc 



DAIBY lUFOBT ACT OF Iftfl? 163 

In Other wordsj there should be some proviaon in liere that does 
not destroy or even affect the importation of traditional cheeses below 
the figures that the public has hem buying and will buy. 

That doesn't strike at the bill as a whole at all, 

Mr. Fromer, Senator, I don't think I made my point well at all if 
that is what you conclude from it. 

My point is this — that the imports complained of are like the prover- 
bial fly on the elephant's .back, op the fly on the cow's back, we may 
say. The 9y in this instance is the Colby cheese and the butterfat sugar 
mixtures, which are minute when compared to the total volume — I 
won't call it the elephant — we will call it the cow. The domestic dairy 
industry is the cow compared to the fly. The fly may be annoying, but 
not destructive. The flv' swatter is sufficient to dispose of the fly with- 
out injuring the cow. The use of a blunderbuss will destroy not only the 
fly, but the cow as well. 

This bill is a blunderbuss, the use of which goes far beyond the cure 
claimed to be necessary, and will do more injury to the patient than 

The domestic cheese industir itself understands this pToblem. 

Senator HoiXAwn, Who is the patient — the fly, the cowj or. the ele- 
phant! 

Mr. Fbombs. The patient isitlie domestic cheese industry. 

Now, the domestic cheese industiy ondciratands this problem and 
I was veiy much heartened wlien I heard Mr. Edward Gaumnitz' 
testimony at the Tariff Commission the day before yesterday when he 
indicated — and he represents the National Cheese Institute — the cheese 
institute in this coimtry — and they are unhappy about this bill be- 
cause when you have restrictions on a butterfat, solid butterfat basis, ' 
just those products that will do th& greatest harm may come in; where- 
as the historic products, which generally bring a greater priee, may 
be the ones which may be excluded by reason of the fact that the others 
are more profitableand come in first. 

This bill is not calculated and cannot be in those broad terms to 
deal with 

Senator Holland. Who is this gentleman that represents the Amer- 
ican Cheese Institute ? 

Mr. Frouer. Mr. Edward Gaumnitz, executive secretary of the Na- 
tional Cheese Institute. And I wish I had his testimony before the 
Tariff Conuaission. It was ^ven only the day before yesterday. I 
refer the committee to that testimony. 

Senator Holland. We will have a look at it We will ask him to 
come in. 

(The information is as follows :) 

Mat 19, 1987. 
cotts u. moubbb, 
Chief Olerk, 

Senate Committee on Agriculture anil Forestry, 
Wathington, D.O.: 

This Is 1q resimnae to your wire of Mas 18th re position of the Cbeese iBsti- 
tute on S612 "Dairy Import Act" because of testimony given yesterday. The in- 
atitate favors snch lesiBlatfon. Any testimony to the contrary was neither author- 
ized nor a proper Interpretation of our tesUmony before the Tariff Commission 
May 16th. 

B. W. GATTUinTZ, 

EveeuHve Seeretary, National Chmn IntUtute. 
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Mr, Fromer. This bill is not an answer to the cheese iadustry's 
problems by a long shot. It may aggravate that problem. That's the 
point of my testimony — ^that we have legislation especially tailored to 
treat with this particular problem, and we are not using it. 

Now, at this point I would like to put in one or two more exhibits, 
so that the committee may have it available to them. 

Senator Holland. Very well. 

Mr. Fromer. This is from the Dairy and Poultry News, which is a 
publication of the comparative prices for the domestic and imported 
cheese which may be of interest to the cmnmittee, and which demon- 
strates the fact that the imported cheese is of greater price, higher 
price than domestic. 

Senator Holland, Without objection, that will be put in the record. 

(The excerpt referred to follows ; ) 

[Excerpt from Dairy and Poultry Market News. New York. N.X., Ms; S, 190T] 

FoBBioN Cheese — Sei.uho Pbice, Miniuuu One Unit 

New York — Prices on Argentine cheese were firmer, relatively steady on otli^ 
Items although at this time of the year refrigeration coeta are Increased and 
occasionally reflected In resale quotes. Trading stoijcs of moat all Items fully 
adequate to occasionally excessive. Buying activity continues fair but still lad- 
ing aggressiveness. In street trading domestic Olante Provalone sold at MSlt, 
smaller forms at CS 1/2-ffl ; small Parmesan sold at 1.41-l.SO while large forms 
brought 1.48-1.07. 4# Holland Bdams noted at 5S-67 and large Qondas at 65-70. 
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Mr. Fromer. Now, I am not talking about Colby cheese when I say 
foreign-type cheese. 
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Senator Holland. That is an imported cheese. 

Mt.Fboueb. I said foreign-type cheese. 

Senator Hoixand. You aa; imported cheese. 

Mr. Fhomer. I'm sonr — I stand corrected^foreign-type cheese. 

I have here a rather tall exhibit the purpose of which is to demon- 
strate the relatitmship ratiowise, praphwise, between U.S. milk pro- 
duction and total imports milk equivalent. We had to make it pretty 
hi^ in order to get a relative comparison. 

Up here is your milk production, which is about 120 billion pounds, 
and down here are the total imports in milk equivalent, which have 
been imported into the United States. Again I think it is the fly and 
the cow, if I may use that terminology. This is so relatively insig- 
nificant that it could hardly be the cause of this tremendous damage. 

We think we have a dairy problem hut 

Senator Houland. Well, it depends upon what the printers can do 
with this. We will do our best. Incidentally, that's thelongest exhibit 
I have ever seen anybody use, except for Senator Dirksen. 

Mr.FBOMES. Yes. 

( The chart is on file with the committee. ) 

Mr. Frouer. I would like to also suggest that there be placed in 
the record an article, some articles which appeared in the press. This 
is relevant to the irony of at this particular moment, where we have 
just concluded negotiations under GATT, of trying to invoke restric- 
tions against imports of dairy products. And, of course, again I'm 
particularly concerned about the historical dairy products. 

Regardless of what level you place the restriction at, the point is that 
you are restricting an industry, you are stifling the industn', you are 
regimenting it in such a way that every time you want to bring in a 
pound of Brie cheese, you have to find a license to bring it in. 

This is an article from the Wall Street Journal, May 17. 

Senator Holland. This article will be placed in the record. 

( The article refered to follows :) 

[From Oi« WaU Street lomiial. Mar IT, 1967) 
Review and Outlook — Adau Shitb Was Stsht 

In the wake ct sncceMTnl completion of the tarlff-cuttliig talks In Oeneva, It's 
strange to Bnd it necessary to argue the cane for freer trade. Bat the fset Is 
that the negotiators hare dedared peace at a time when a lot of people are eager 
to go to war. 

Thongh protectionism Is on the rise almost ererrwhere, a dlBproportlonate 
number of the would-be trade warriors are Amerlcaiis. Spokesmen for the steel, 
chemical, t^ttUe and other Industries are eager to pot up new barriers to Imports. 
At the momait the Oenera talks were winding up. tronicallr enough, Agriculture 
Secretary Freeman was making a fresh plea for a 75% slash in the inflow of 
foreign dairy prodnct* 

It's tree, of course, that Import competition can cause serious dislocations for 
some domestic industries, though the impact Is frequently orentated. The 
Oorermnent eould help if it would follow monetary and fiscal policies that dldnt 
persistently irash up businessmen's produptlon coats, fitven If it contlnnea to shun 
that sensible course, however, a good deal of Federal machinery already exists 
for iwovidlng aid to companies that ore actually damaged by Increased Import*. 

Before the nation decides to retreat toward protectionism and, In effect, throw 
away the beneflts gained from more than four years of work at Genera, It thus 
may be well to remembw what those beneflts are. 

FIrat and foremost are the gains for consumers, who happen to include all of 
vs. When the Geneva cuts take fuU effect, a foreign car like a Volkswagen may 
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cost about $65 lees ; a $20 Imported flsbing reel may be $2.50 cbeajier ; the $2S 
daty on a $100 camera will be slashed to $12:50. 

B^eflta, moreover, are not limited to consumera wbo faror foreign prodacts. 
OompeUtton from abroad also helpe keep down iwlces of domestic goods, aorely 
a welcome development In these ijifiated times. 

Wliatever the protectionists may claim, freer trade helps the domestic economy 
too. Imports add to the competitive forces that chaimel the nation's resources 
toward tbeir most prodnctlve nses. Bu^nessmen are racooraged to And new and 
better prodncte, new and more efficient methods of production. 

Lower tariffs abroad, furthermore, make foreign markets more easily acceaalUe 
to n.S. goods. I^iis coontrj', in case anyone has forgotten, already exports mom 
than any other nation end thos has the most to gain trom any world movemait 
toward greater trade freedom — and the most to lose from a movement In the 
opposite direction. 

Freer trade ttans helps keep a country's economy vital and growtDK. providing 
more Jobs and more income. It's a question of simple economics, one tMt Adam 
Smltb answered clearly nearly two centuries ago : 

"It is the maxim of every prudent master of a family nevM- to attempt to 
make at home what it will cost him more to make than to bny," Smitli wrMe In 
"^I^ie Wealth of Nations." "The tailor does not attempt to make his own stioee^ 
but buys them of the shoemaker. , , . What is prudence in the conduct of every 
privatefamliy can scarce be folly in that of a great nation. . , ." 

What Smith stated as theory was proved in practice by Britain in the 10th 
century as steps toward free trade belped the nation to worid ascendancy. In the 
U^., similarly, a eonttneat-wide tree market was an indi^wnsable contributor to 
economic growth. In more recent times, the huge gains of Europe's Oomnum 
Uarket countries have proved, once again, the power of freer trade. 

As Mr. Vicker notes on this page, there is still mncb to be done liefore world 
trade is truly free. Cutting tarifTs Is not enough ; quotas and other reetrlctiona 
and subsidies can often be even more insidious than actual import duties. But 
the negotiators at Geneva bave at least given world trade a push In the right 
direction. 

It would be sad indeed to see that prt^ress reversed. For history surely has 
shown that Adam Smith not only was right but still ia, 

Mr. Fromeh, Here is another one which appeared in the Wa8hingt<» 
Evening Star of Wednesday, May 17, 1967. 

Senator HoixaN7>. I don't see any reference to milk products here 
in the Wall Street Journal article. Is it here ? 

Mr. Fromer. Yes, it is. I will show it to you. 

Senator Holland. I see reference to 

Mr. Froster. In the first paragraph. 

"At the moment the Geneva talks are winding up, ironically enough. 
Agriculture Secretary Freeman was making a fresh plea for a 76 
percent slash in the inflow of foreign dairy products'^— et cetera. 

Senator Holland. I notice that's mentioned after steel, chemicals, 
textiles, and other industries. But you are correct — ^the milk products 
industi^ is referred to. 

Mr. Feomeb. I would also like to read from a news report of tlie 
New York Times, instead of putting it in the record. 

It is a stroke of irony on the day after the Geneva Agreement the Senate 
Agriculture Oommlttee began hearings today on a widely anpported bUl that 
would sharply restrict imports of dairy products into tbe United States. Alao 
today the Tariff Commission continued hearings on a possible executive action 
that would have a stmilar afTect, tbougb it would be less restrictive. 

I sahmit again, we have attempted in our prepared statement to 
cover with greater thoroughness our position ; namely, that Has biD 
goes far beyond what is needed, and that section 22 of the Agricultoral 
Adjustment Act which has been invoked is the inatrumrait which can 
stabilize this industry with the minimum amount of interference with 
our own industry. 
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■ Senator Holland. Now, let's see if I understand your position. 

Tour position is — and I can see merit in it — ^that the traditional 
importation of Tarions varieties of European cheese which have had 
a market in the United States for many years, which have not changed 
very much, should in no wise be affected by any action that is taken, 
'whether by section 22 or by this bill or otherwise. Is that it! 

Mt.Fbomer. That is correct. 

Senator Holland. And you believe also that there is justification 
for«ntting down back to a level earlier than last year, 1966, of these 
importations tJiat have trebled almost overnight ; namely, the Colby 
cheese, or any other type that could ful^ tnat same purpose, and 
the mixture of milkfat and sugar. 

Mr. Froker. What I have said on that, Senator is this. 

The TaxiS Commission is engaged in an investigation exactly on 
that subject. There are still many different el^nents involved — that I 
certunly would not want to preempt the Tariff Commission's judg- 
ment on the subject. 

I tliink that they wouJd — their specialists are in a better position to 
answer and indicate the extent of injury to domestic production. 

AJl I know is as far as tlie foreign types of cheese are concerned, 
they are certainly not doing any injury, and there is no basis for invok- 
ing legislation which would put across-the-board restrictions on them. 

Senator Holland. Don't you think that the importation of this 
mixture of sugar and milk, milkfat, n-hich has avoided the operation 
of the section 22 action up to this timu has disturbed not only in the 
field of ice cream manufacturing but otherwise the traditional use and 
very large use of American products which meets the same needt 

Mr. Frombr. I think they have disturbed the domestic iiwiustry. But 
the extent of that disturiiance is another thing. I am not prepared to 
say what the extent of it is. 

I know this. The indications are that the amount of the imports of 
this butterfat amounts to about 1 percent of milk equivalent to do- 
mestic production. I hold no brief for the imports. I have that in my 
statement. Incidentally, I did not read the statement 

Senator Holland. I understand. 

Mr. Troxeo. So my position may be clear — ^may I read this } 

Senator Holland. I don't think that this is necessary. We are trying 
to point this up and get to another witness. 

As I understand it, you are not being as ^>eciBc because you don't 
have the facts and you are not in that busmess. 

Mr. Fhomek. That's risht. 

Senator Hou^nd. In uie &eid of tliis sugar and milkfat — as you 
were with reference to the various cheeses. 

Mr. Froher. Exactly. I would like to read 

Senator Houand. I think you have made your position clear. What 
else is it you want? 

Mr. FsoMER. Simply this. So that no mistake is made on our posi- 
tion, let me make it clear that we do not defend or intend to defend 
the importaticm of dairy products which have not been historically 
imported into the United States at the risk of destroyiiu; the business 
of cheese importers who have served the interests (tf the U.S. daily 
industry and consumers for frenerations. 
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Senator Hou^nd. I understand. And I think you have made s 
good case for cheese. 

As I understand it, you do not pretend to be able to speak with tihs 
same authority in this other field. 

Mr. Fromer. That is correct, Senator. 

Senator Holland, Thank you very much. You have made a good 
witness. 

Mr. Froues. Thank you. 

Senator Holland. Senator Thurmond. We are glad to recognize 
you. I understand you have someone here from your State. 

STATEMEUT OF HON. STROH THTTRHOin), A U.S. SENATOR FROU 
THE STATE OF SOUTH CAROLINA 

Senator Thcrmond. Thank jou very much, Mr. Chairman. 

Mr. Chairman, I am appearmg for the purpose of introducing a very 
fine citizen from my State who appeal's here as a witness. His name is 
J. H. Hopkins. He is from Pendleton, S.C., in Anderson County. He 
is a 1936 graduate of Clemson College, the A, & M, college of our 
State. We are all proud of the fact that Clemson is now a imiversity. 

Mr. Hopkins taught vocational agriculture for a number of years 
and also served as a county agricultural agent for several years. He 
was elected to the South Carolina Dairy Commission, and he takes 
office June 1. He is a member of the National Board of the American 
Daily Association for South Carolina. 

Mr. Hopkins is a dairy fanner. I think his testimony here will be 
very valuable to the committee and very helpful to the membere of the 
committee in considering this important piece of legislation. 

It is my judgment, without going into any great details on the 
merits of this bill, that the most careftil consideration should be given 
to this matter. 

Our dairy farmers are having a very rough time. I have several 
devoted friends who are in this business. They tell me now that they 
are being squeezed from both ends. 

Mr. Ho^ns has had practical experience. He is a man of good 
judgment. He is an outstanding citizen. 

I take pleasure in presentinghim to the committee. 

Senator Holland. Thank you, Senator. 

Mr. Hopkins, we will be glad to hear you. You come well sponsored 
to this committee hearing. 

STATEMENT OF J. H. HOPKINS, SOUTH CAROLINA SAIBY ASSOCIA- 
TION AND THE COUNCHI OF MILE PRODUCERS OF SOUTH CARO- 
LINA PENDLETON, S.C. 

Mr. Hopkins. Mr. Chairman, members of the subcommittee, I dont 
think I need to go over anything; that has been said, because you Imow 
who I am and where I am from. I am just an old dairy farmer trying 
to make a living milldng cowa. 

I have read Senate bill 612 over several times, and disagree with 
some of the things I have heard today. It is well written, aim I think 
it solves the problems of the dairy industry now. 
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I feel that section 22 of the Agricultural Adjustment Act of 1953 
has failed to control imports. I feel that there are too many loopholes, 
there are too many vays to manipulate. And I think we have seen 
some of these thin^ done from time to time. 

I am not going into all the details. In fact, that's all I*m going to 
say on page 1. 

I would like all this to be put in the record. 

I would like to make one further statement. 

I really expected the Department of Agriculture to defend section 
22, and I expect them to come up, to relieve partially our situation. But 
I leel strongly in repres^iting the dairy farmers of South Carolina 
that bill S. 612 or a modification of bill S. 612 should be enacted. 

Now, last year — I want to read a part, or go into part of page 2. 

Last year butterfat and cheese equaled 2.7 billion pounds of milk 
that came into our market. And the imports of last year cost us $200 
apiece for every dairy farmer in the United States. That is according 
to information that is authentic, I tliink. It is an editorial comment in 
Hoard's Dairyman. And we liave all the confidence in the world in 
that. 

I go on further to quote that the president of the Farmers Union 
even estimated it to be more. And it comes in according to what is 
estimated it will come in this year — it will be $1,600 per dairy farmer. 

Gentlemen, dairy farmers have already been hurt. We are at the 
place DOW where we are going out of busmess day after day in laree 
numbers. And we had hopes last year and the year before last that ia& 
good times were coming just around the comer. It sewaed that just 
when we had hopes of all these things, it failed to cwne, and the im- 
ports were the main cause. 

I want to quote from U.S. News & World Keport. 

FarmerB are cangbt Is a cost-price squeeze tbat ia tbe worst ^et. Man; of them, 
and tbe men who do bnstueas with them, place tlie blame squarely on the White 
House doorstep. Tbe feeling Is widespread ttiat Uie farmer Is forgotten whUe tbe 
conenmers, labor onion members and other gronps conte In for attmtlon and 
sympathy from tbe White Hotwe. Tbat is tbe basic point emerging trom a sorvey 
of a five-State area. 

That expresses our sentiments. 

Now, we only have 5.9 percent of our people in the United States at 
the preeent time farming. At one time in the history of our cotmtry we 
had 95 percent of our people fanning. That shows without a doubt that 
farmers have used ingenuity, continuous planning, scientific farming, 
automation, have tami every advantage of the uivanced technology 
available. 

We have been able to reverse the situation to where 91 percent that 
once had a farm got into something else, and that gives us a total of 94 
percent for other occupations. I think that is something we should 
really think aibout. 

Gr^tlemen, I feel that you as well as I am proud of the American 
farmer and will not let anything happen that will cause the family- 
type farmer, as we know him today, to be forced out of businefca. If this 
is done, food prices will go up and up, and we may have a real need to 
import foods man other countries. 

I hope I never see this happen. But it is just around the comer if our 
Government continues to trMit the farmer as they have recently. 
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I think at this point all of us would do well to look back a few years 
and really study the statistics and see the load the American farmer 
has carried and the fine job he has done. 

I might emphasize this a little. 

The dairy farmer goes to a lot of trouble — and I think this is a very 
significant point — planning his production to meet tlie needs of the 
consumer. The base plan had been in effect in many jjarta of tlie coun- 
try for many years. This plan also lielps and encourages planned pro- 
duction to meet the needs. 

Last year we got supply and demand and balance after cutting the 
milk productiontack by 3.6 billion pounds. 

I am not saying we did all of tliat voluntarily. I think a part of it 
was because of the economic situation of the dairy fanners. We were 
forced out of business. A lot of people in my area are forced out of 
business every year. 

But the Govornment— and this was a time when we had hopes — the 
Government let 2.3 billion pounds of imported dairy products in to 
keep consumer prices from going up. Tliey slapped us in the face with 
the unports to protect the consumer. If we plan our production to meet 
the needs and the Government increases the imports, this eliminates 
the need for planning and in fact eliminate the dairy farmer. 

Now, the average dairy farmer is middle aged or above. Toung 
people are not interested in taking over the dairy farm because they 
are not able to have the same working conditions and the same standard 
of living as they can get elsewhere. Many young people, however, would 
like to come back to the farm and opCTate a dairy, even with the long 
hours, if they could make good wages and have a good standard of 
living. 

Dairy farmers are not asking for a large profit, only a fair return for 
their labor and investment. 

Fanners through the American Dairy Association are spending 
approximately $8 million annually on advertising and pi-omoting dairy 
pi-oducts in this country. And farmers feel they need to spend at least 
$30 million annually in this area because of results of a market research 
program sponsored jointly by ADA and USDA, These results showed 
that by spendinjg 15 cents per capita, the returns in increased consump- 
tion of milk would be $1.68 for every $1 spent. This is a fact from re- 
search done by this joint project, and dairy farmer members of ADA 
have already m many areas begun to follow this line of promotion and 
advertising. But why take millions of dollars out of our own pockets to 
promote and advertise nature's most nearly perfect food, dairy 
products, and then the GovemmMit pull the carpet out from -under 
our feet by letting imports come in and -take the maiiet we have 
made ? 

Let me say again, this type action is eliminating our dairy farmer 
as shown by the rapid rate that they are going out of business all over 
this country of ours. Again, at this point, l5 me stress to this com- 
mittee that we feel that we should be selling dairy products to other 
countries instead of importing dairy produrts. And let me say in con- 
clusion that many of the countries that are now sending milk into this 
country are subsidizing the products that they send in as much as 70 
porcent to depress mir market and economy and give them an oppor- 
tiuiity to take all our market. TVe, the dairy fanners in this country, 
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feel that ve are as efficient as any other doirymeQ in the world and can 
compete with any other dairymen in the world if the things we have 
to buy are competitive with other dairymen in the worm. 

The dairy farmer is receiving the same amount for his product as 
he did in 1958. Dairy costs have gone up 20 percent since 1958. South 
Carolina per capita income has gone ni> approximately 50 percent 
since 1958. This would seem to be true in most any othei- State in the 
Nation. Again let me thank you for the privilege of appearing before 
yoUjjand I hope you will see fit to recommend the passage of S. 612. 

(The prepared statement of Mr. Hopkins follows:) 
X liare read Senate BUI 612 over several times, and it is well written and takes 
Into aeeonnt the probleoM of tntports VaA are facing the dairy Indnsta?, and 
at Oe nme time cleeri; Aatee wheu and it impCFrts shonld come tn bow tbe law 
la to be carried oat. Thentom, on tM^ialf of the dairy famers through tbe S. C. 
Daiir Anodatlon and tlie Council of Milk Prodncera of Sonth Carolina I ni^ 
tlte jnmMUT of Senate Bill 612 because : 

1. (Qm>ted trtma NatlonsI Milk Prodncern Federation ; "Invaflion By Bvaaion — 
Importo and The Dairy Farmer) "The Orst dairy proclamation nnder Section 22, 
moed In 1968, establlabed aimnal quotas eqoal to 189 mtlUon poonde of niHif 
eqntvakait tn the form of dairy prodoctn. In that year total Imports were ^25 
mUNon ponndK U.8.D.A. estimates that tn esceM of S^ biOHm poonds of milk 
eqtUvalent will be Imported In 1867. . . . This level of imports la 12 times the 
total antbarlBed by lnip<fft quotas," 

2. (Information from "Dairy Record." December 7, 1966) In Section 22 I^s- 
laUon Is needed to prevent ex(«eBlve Imports from adversely affecting agrl- 
enltoral coromodltlea when they no longer are subject to a support program. 
Without mxA lagislatloa "tbe American dairy Indnstry can never rise above a 
Bnppart iwogram because as aeon an it becomes setf-saffldest. Import controls 
win be ntaana and impcMta will force tt back into a support prograin." Im- 
ported dali7 prodiicbs Mionld meet product]<Hi, proceselng and quality require- 
ments equivalent to those required of this country's domestic products and that 
inqwetloBs <tf tanpoMa under the federal Import Milk Act chould be made by 
U.S. Inspectors and not by inspectors of tbp exporting countries. 

S. (Information from "Editorial Oomraent," Hoard's Dairyman, April 10, 
19V7, Issue) Last year butterfst and cheese, eqiral to 2.7 bllUon ponnds of milk, 
came Into our markets. Almost two billton pounds were In evasion of Import re- 
strictlonB. A very conservatlTe estimate U that these added Imports depressed 
theftinn iwlee of milk by at least 20 cents per hundred, a loss of $800 to our aver- 
age dairy farmer. 

If Imports rise to fonr billion pounds this year, and BSDA admits tbey can. 
tti«« wonld be another Ion of IScents, which would mean f 1,400 less lnc<»ne per 
dairy ftmn In 1007. 

To verify that these are conservative estimates, Farmers Union national presi- 
dMit, Tony Decbant, said recently that UBDA has estimated impMtfi deiw«ssed 
tbe Arm prke 32 cents last year. In 1967, prices could be SO cents lower, accord- 
ing to Dediant 

Bven at the low figure of a 20«ent loss last year, the drop in gross milk Income 
nationally was In the area of $235 million. 

4. (Quoted fiwn U.S. News & World Beport, May IB. 1967. Issue) "Farm 
ers ane caught In a cost-price squeeze ... is tbe worst yet. Many of them, 
end the men who do business with them, i^ce the blame squarely on the White 
HoQse doorstep. 

The feeling is widespread that the farmer is forgotten while consumers, labor- 
union members and other groups come in for attention and sympathy from the 
White House. That is tbe basic point emerging from a snrvey of a five-State area 
by '0.8. News & World Report'." 

5. U.S. Census figure fRrm population la 5.9% of die total In tbe U.S. and shows 
an average decltaieof 59o per year since 1960. TTiis simply la because farmers have 
been In a oost-prlee squeeie. In many areas of fanning it Is no longer an eamtnul- 
cal venture and ttals is particularly so In dairying. 

In my opinion even though at the present time we are a minority group and It 
only t^es 5.9% of our population to grow Uie food and fiber for this country 
and a great part of the world, we are the most important group In this country. 
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and every effort should be made so that we can make a living wage, pay our hon- 
est debts, and continue to be proud farmers of America. At one time In the history 
of this coQQtry it took 95% of tlie U.S. population to produce the food and fiber 
to feed and clothe them, sod only left 5% of the people In other occupations. By 
the farmers' ingenuity, continuous pLanoing, scientific farming, automation, and 
taking advantage of every advance in technology available he has been able to 
reverse this situation so that only 5.9% now produces the food and fiber for tlie 
entire country and much of the world, and leave 94% for other occupations. This 
is an accomplishment no other country in the world can boast of. 

Gentlemen. I feel that yon are proud of the American farmer and yon will not 
let anything happen that will cause the family-type farmer, as we know him to- 
day, to be forced ont of business. If this is done, food prices will go up and np, and 
we may have a real need to import foods from other countries. I bope 1 never see 
this happen, but it Is Jnst around the comer if our government continues to treat 
the farmer as they have recently. I think at this point all of us would do well to 
lool( back a few years and really study the statistics and see the load the Amerl* 
can farmer lias carried and the fine job lie has done. 

6. The dairy farmer goee to a lot of trouble to plan dairy prodnction to meet 
the needs of the consumer. The base plan has been in effect in many parts of 
the country for many years. This plan also helps and encouragee planned produc- 
tion to meet the neds. "Last year, we got supply and demand in balance after 
cutting milk production back by 3.6 billion pounds. But the Government let 2.3 
billion ponnds of imported dairy products in to keep consumer prices from going 
up. They slapped wi in the face with Imports to protect tlie ctmsumer." (Quoted 
from U.S. News & World Heport, May 15, 1987, issue) If we plan our production 
to meet the needs and the government increases the imports, this eliminates 
the need for planning and. in fact, eliminates the dairy farmer. 

7. The average of the dairy farmer is middle age or above. Young people are 
hot interested Id taking over the dairy farm because they are not able to have 
the seme working conditions and the same standard of living as they can get 
elsewhere. Many young people, however, would like to come back to the farm 
and operate a dairy, even with the long hours, if they could malie good wages 
and have a good standard of living. Dairy fanners are not asking for a large 
profit, only a fair retorn for their labor and investment. 

8. Farm^« through the American Dairy Association are spoidlng approzl- 
matfdy $8 million annually on advertising and promoting dairy products in this 
country. And farmers feel they need to spend at least $30 mlllltm annually In 
this area because of results from a market research program sponsored Jointly 
by ADA and USDA. These results showed that by spending 15*t per capita, the 
returns in increased consumption of milk wonid be SI.68 for every $1 q[)ent 
This is a fact from research done by this Joint project, and dairy faiTner members 
of ADA have already in many areaa begun to follow this line ot promotloD and 
advertising. But why take millions of dollars out of our own pockets to promote 
and advertise nature's most nearly perfect food, dairy products, and then the 
govemmejit pull the carpet out from under our feet by letting Imports come 
in and take the market we have made. 

Let me say again, this type action la eliminating our dairy farmer as shown 
by the rapid rate that they are going out of biuiness all over this country of 
ours. Again, at this point, let me stress to this committee that we fe^ tbat we 
should be selling dairy products to other countries instead of importing dairy 
products. And let me say in ooncluaion that many of the countries that are now 
sending milk into this country are subsidizing the products that they send in as 
much as 70% to depress our market and economy and give them an opportimity 
to take all onr market. We the dairy farmers In this country feel that we are 
as efficient as any other dairymen in the worid and can compete with any other 
dairymen In the world if the things we have to buy are competitive with other 
dairymen In the world. 

The dairy farmer Is lecelving the same amount for his product as be did in 
19.'>8, Dairy costs have gone up 20% since 1958, South Carolina per capita In- 
come has gone up approximately 50% since 1968. This would seem to be true in 
most any other state In the nation. Again let me thank yon for the privilege 
of appearing before you, and I hope you will see fit to recommend the passage 
of S. 612. 

Senator Holland. Thank jou, Mr. Hopkins. We are glad to have 
you as a witness. 
Our next witness is Donald St. John Sozzi. 



doyGoogIc 



DAIRY IMPORT ACT OF 1967 173 

STATEMENT OF DONALD ST. JOHN SOZZI, DAIET PRODUCTS DC- 
POETEES QEOTJP, ITALY-AJIEEICA CHAHBEE OP COHHEECE, 
NEW YORK, N.Y. 

Mr. Sozzi. Mr. Chairman, members of the committee, my mmie is 
Donald St. John Sozzi. I am president of the Fontana-Hollywood 
Corp. of New York City. I appear here today in my capacity as first 
vice president of the Italy- America Chamber of Commerce on behalf 
of the DaiiT Products Importers Group of the chamber. With me 
today are Mr. Mario G. Mennella, chairman of the Dairy Products 
■Group, Mr. Harry Laura of Locatelli, Inc., of New York City, who is 
also a member of our group, and Mr. Arthur A. DeSantis, executive 
secretary of the chamber. 

For over 80 years the Italy- America Chamber of Commerce has rep- 
resented American businessmen engaged in trade with Italy. 

The Dairy Products Group of the chamber is composed of numer- 
ous U.S. corporations and American business organizations engaged in 
the importation of Italian cheeses for sale in the United States. My 
appearance today is to express the opposition of our membership to 
the proposed Dairy Import Act of 1967 — S. 612 — because of tlie un- 
, warranted restrictions it would place upon the importation of Italian 
specialty cheeses. 

Senator Holi.and. Are these specialty cheeses, these European 
cheeses, covered by the present order under section 22 ? 

Mr, Sozzi. The quotas ? Yes, sir. 

Senator Holland. So long as those same quotas were only preserved 
and protected or ext^ided, you would not be seriously harmed, would 
you? 

Mr. Sozzi. Well, only to the extent that some of the licensing prob- 
lems — for example, if you have a histoir on the base years of imports, 
then you have a license. If you do not have a history, you cannot get 
into the business because you have no license. 

Senator HouANn, Well, would there be any reascoi why that prac- 
tice or that fact should be changed ! 

Mr. Sozzi. Well I think 

Senator HoLi-ANn. I know of nfflie. 

Mr. Sozzi. In the interest of the free society, if you want to put it 
that way. In other words, a new business could not very well be stai-ted 
in the absence of a license. 

Senator Holland. Well, I tried to understand the earlier witness 
on this point. I am afraid I did not. 

Why couldnt the licenses just be continued ! Th^ are all issued — 
will be issued bv the same authority ; will they not ? 

Mr. Sozzi. But the base period — in other words, if you were not in 
business during the period upon which the licenses were based, you 
have no history of imports, and therefore you don't have a license. 

Senator Holland. So you are pleading now for independent enter- 
prise. 

Mr. Sozzi. Well, I think that's one of the basic tenets of the country. 

Senator Holland. May I say, as a southerner who has pleaded for 
it a long time, I'm glad to hear somethiiu; of this kind coming out of 
New York City. I haven't heard much of it coming from that direc- 
tion. Go ahead. 
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Mr, Sozzi. We are especially concerned with the possible restriction 
of imports of Pecorino cheese that could result irom gronping all 
dairy products together and restricting tlieir importation on the basis 
of the average quantity of dairy products annually imported into the 
United States during the period 1961-65. 

Senator Holland. Why do you think the amount of Peoorino 
cheese to be imported would be adversely affected! I dont see why it 
would be or how it would be. That's what I would like for yoB to 
clarify for the record. If necessary, we could put another sentence in 
this bill so providing, that as to traditional European cheeses for 
which there is a traditional market here, that the licensing and the 
announcwnent of quotas should not disturb the existing status or the 
established status in those fields. I think that would be the result any- 
way. I should think any administrator with the desire to do s good 
job would do that anyhow. 

But we can put something like that in the bill, 

Mr, SozzT. Of course all we can testify to is what we knew was in 
the bill as presented. 

Senator Holland, What would be your idea if we put such a sen- 
tence in the bill— leaving imdisturbed the importation of the tradi- 
tional — accepted and traditionally purchased European (^eeses whitih. 
nobody wants to hurt and maybe most of us like to eat. 

Mr, Sozzi. Well, again, I think probably the wording of that par- 
ticular addition to the bill would — could conceivably give ns a free- 
dom to operate as we have in the past. 

Senator Holland. All you want is to preserve your present status;: 
is that it? 

Mr. Sozzi, Well, I think we would also like to be in a position to 
increase our business where possible without, again interfering with 
domestic production— particularly in the case of Pecorino, wmcfli is 
made from sheep's mils, which could not possibly interfere -mth tiie- 
domestic production. 

Senator Holland, I don't see how it oould posably be interfered, 
with but certainly if a short addition te tins bill would make it clear — 
there isn't any disposition here at all to interfere with the ^pe of" 
business — I should favor that kind of a recital in the bill. I thmk it 
would follow anyway in the administration. We could put it in the 
report or the bill, either one. 

Mr, Sozzi. I think the only objection I could see offhand to that 
would be that on the face of it it would be a law restricting— it could 
just as well be handled on the question of the sheep's milk dieeee — 
by section 22. In other words, you would be establishing a restriction 
against an Italian product, even though that restriction would be 
somewhat modified by this additional sentence that you are proposing. 

Senator Holland. It would not be modified. It would mean that 
the existing status would be protected, and the existing custom of 
handling would be protected, I don't see how you could possibly be 
hurt by that. You have existed since 1953 under an order whicA has 
given you from time to time a quota. And your needs and the needs 
of the public here have been recognized under that. The administra* 
tion of that quota provisiwi would be under exactly the same people- 
that would handle it under this act. 
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I should think that one short sentence, either in the bill or the report, 
would do it. 

Mr. Sozzi. And what about the licensed 

Senator Holland. That would declare along the lines I have al- 
ready mentioned — and that should take care of it. 

Go ahead. 

Mr. Sozzi. I have just been advised by Mr, Fromer on the Pecorino 
cheese we do not have a. quota. We do have it on the cow's milk cheese. 

Senator Holland. Well, would there be any quota on Pecorino 
cheese under this bill ? 

Mr. Sozzi. Not as I understand it. 

Senator Holland. It refers to 

Mr. Sozzi. The only thing is the butterfat question. There is more 
than 5^ percent butterfat in Pecorino cheese. 

Senator Holland. Is it butterfat ? 

Mr. Fromer. It is butterfat. It's the millr of a sheep instead of a 
cow, and it's still butterfat and would be classified as butterfat. 

Senator Holland. Is there any contention that kind of cheese is 
covered by this bill 1 

Mr. Fromer. The bill says butterfat. It doesn't limit it. 

Mr. Sozzi. It is ewe fat, actually. 

Senator Holland. Do we have any dairies producing sheep milk 
in the United States? 

Mr. Fromer. There are dairies producing some goat's milk. I know 
of no real production of sheep's milk, but it is muk, and what comes 
from the milk is butterfat. 

Senator Holland. Well, this is a problem that is no problem, be- 
cause we could very easily in the report confine the operation of this 
bill to the production of milk products from cows. It is well for you to 
■call attention to the fact that this particular kind of cheese doesn't 
come from cow's milk. It would not be affected by this bill anyw«.y, 
in my humble opinion. And if there were to be any danger of it, that 
danger could be obviated entirely by just a brief recital iK the report 
■of tSe committee. ,r : : 

All right. Go ahead, , . 

Mr. Sozzi. Indicative of its Italian name, Pecorino cheese, is manu- 
factured from sheep's milk. It is distinctively an Itali^m product and 
accounts for over two-thirds of all imports of cheese products from 
Italy. Since sheep's milk cheese is not produced in the United States, 
imports of Pecorino do not compete with any comparable American 
dairy product. Italian Pecorino cheese is, moreover, a premium product 
whidi sells at prices substantially higher than cheeses produced in the 
United States from cow's milk. It is also because of its fundamental 
ingredients that Pecorino cheese is not subject to import quota restric- 
tions under the Agricultural Adjustment Act. 

Statistics published by the U.S. Department of Commerce reveal 
that imports of Pecorino cheese from Italy over the last 10 years have 
fluctuated between 10 million and 16 million poimds, with an average 
of approximately 13 million pounds per year. In rl966 imports from 
Italy totaled 12,052,704 pounds, a drop of almost 1 million pounds 
from the quantity of imports in 1965. During the same period of time, 
however. Department of Agriculture reports show that U.S. produc- 
tion of Italian-type cheeses flourished. In fact, we are informed that 
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U.S. pi"odiiction in 1966 increased 10 percent over 1965, reaching a 
record of 270 million pounds. I migiit add that 1966 production repre- ' 
sents over a decade of consecutive annual increases in the production of 
Italian-type cheeses in the United States. 

Senator HoLiuiND, You don't mean U.S. production of Italian-type 
cheese increased 270 million pounds in 1966, do you? 

Mr. Sozzi. No, It reached 270 million, the total. It increased 10 per- 
cent. 
Senator Holland. That much Italian-type cheese? 

Mr. Sozzi. Yes, sir. 

Senator Holland. You dont mean Pecorino cheese. 

Mr. Sozzi. No, no, Italian-type cheese. 

It is obvious, therefore, that imports of Pecorino cheese have not 
had a detrimental effect upon the dairy industry in the United States, 
nor have they in any way impeded its growth. We submit that imposi- 
tion of quantity restrictions on impoits of Pecorino cheese is not justi- 
fied, and we strongly urge that you except such cheese from any import 
restrictions on dairy products, 

Wliat has been sold with respect to Pecorino cheese is also applicable 
to other types of imported Italian specialty cheeses made from cow's 
milk, sucn as Reggiano, Parinesano, Provolone, and so forth. The 
quantity of imports of these specialty cheeses is already limited under 
section 22 of the Agricultural Adjustment Act to 11,500,100 pounds 
per annum. However, it is significant that imports during 1966 from all 
countries were far below the quota limit. Department of Commerce 
statistics show that 8,227,983 pounds of such cheeses were imported 
into the United States last year, with only 3,762,883 pounds of that 
amount attributable to Italy. Wlien compared with tlie 1966 U.S. 
production of 270 million pounds, it is clear that imports of such 
cheeks are infinitesimal in quantity and pose no threat to the domestic 
cheese industry. 

Italian-type cheeses from Italy, whether manufactured from sheep's 
milk or ccrirs milk, are strictly traditional specialty products. They 
are higher in price than their American-produced counterparts, and 
cannot be commingled or processed with American-made cheeses to 
reduce costs or infringe upon domestic milk consumption. Therefore, 
we urge you to consider a revision of the proposed legislation. We 
believe that the across-the-board imposition of import restrictions on 
all dairy products is neither necessary nor justified for the protection 
of the dairy industry in the United States, 

I want to thmik the committee for the opportunity to testify on 
behalf of the Italy-American Chamber of Commerce. Our chamber 
stands ready to assist you in any way that it can. 

Senator Holland. I a very sure there is no intention to harm any 
of these specialty cheeses or those that deal in that business. T^at 
can be made clear one way or the other and will be made clear. 

Thank you. 

Mr. Fromix. Senator, a representative of the American Chamber 
for Commerce with Italy has asked uie to have this put into Ihe record 
on their behalf. This is an article from the publication known as the 
Cheese Reporter a publication of the domestic cheese industry pub- 
lished in Wisconsin. I think the date is set fortli mi that article and 
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gives comparative increases in domestic production of dairy products, 
particularly cheese. 

Senator Holland. The April issue of the Cheese Reporter. Is it a 
monthly magazine ? 

Mr. Fromeei. It is a "we^y paper. 

Senator Holland. We will put it in as it shows here. 

( Tlie article referred to follows : ) 

[From tbe Cheese Reporter, April I96T] 
U.S. Cheese Reached Sew 1966 RecosDs, USDA Repobts 

Wabhikotok, D.C. — Cnited Statee production of Aniericap, Italian, Swiss, 
Brick and Miienster, and blue mold cheeses, and ice millt reached record high 
levels during 19S6. It in reporte^l in the annual statistical summary Just pub- 
lished by tie U.S. Department of Agriculture. 

Total cheese production in 1966. at 1,874 million pounds, reached a new high 
and exceeded the 1965 record by seven percent, it was stated. 

American cheese, accounting for nearly two-thirds of total cheese, was also 
seven percent of the total production. 

Ontpnt of Italian cheese In 1966, at 270 million pounds, was 10 percent more 
than a year earlier and the twelfth consecutive annual high record. Swiss cheese 
made in the United States totaled 134 million pounds, nine percent above a 
year earlier. 

Blue mold cheese production, at 22 million pounds, was 18 percent greater than 
the record set in 1965. Brick and Muenster cheese (combined), at u record hl)!h 
5q million pounds, was three percent alKiTe a year earlier. Other cheese, not 
classified, totaled 34 million pounds, Ave percent atove 1905 [uroductlon. 

Llmburger cheese in 1966 total 3.4 million pounds — up 11 percent from the year 
befor eand two percent above average. Cream cheese production was 114 million 
pounds— <iown two percent from 1965 but five percent above the 1960-64 averngp. 

Keufchatel cheese output, at 6.7 million pounds, was up four percent from a 
year earlier but was unchanged from the five-year average. 

In 1966 the nation's milk cows produced 120.2 billion pounds of milk, accord- 
ing to the D8DA Crop Reporting Board. This ts 3.2 percent less than the revised 
production of 124,2 billion pounds in 1965, 

The average number of milk cows in 1966 was a record low of 14,123 thou- 
sand, six percent below the 1965 average and 15 percent less than the 1960-^ 
average. Ttie record high output per cow of 8,513 pounds in 1966 was three 
percent above the previous record of 8,304 pounds in 1963. 

The 1966 production was five percent below the record 1964 output of 127 
billion iiounds and the smallest since 1953, the report states. 

Creamery butter production in 1966, was at 1,119 million pounds, down 15 per- 
cent from a year earlier and 23 percent below the 1960-64 average. This Is tbe- 
thlrd smallest annual production on record and the lowest since 1920. 

Minnesota continued to be the leading state in butter production with 28- 
percent of the nation's total Wisconsin, with 20 percent of the output, was 
second, and Iowa was third with 12 percent 

American cheese holdings in cold storage for the last third of 1966 were 
larger than the corresponding period in 1965, For the year, however, monthly 
stocks averaged 303 million potmds, abont the same as In 1965. The maslnumi 
stocks were 349 million pounds <ya A.ngust 31. In 1965. peak holdings were 364 
million pounds on August 31. 

Warehouse holdings of Swiss cheese for the first quarter of 1966 were below 
the first q.itarter of 1965 but were larger for the remainder of the year. Stocks- 
averaged 11.8 million pounds each month compared with 9.2 million In 1965. 

Average monthly holdings <rf creamery butter were 52.9 mlllltyn pounds in 
1960, about 80 percent less than in 1965. Stocks reached a maximum of 92 mil- 
lion pounds on July 31, compared with a peak of 220 million on July 31, 1966. 

Mr, Fromer. We would also like to add one more thing with regard 
to Italian -type cheese, 

You said wouldn't it be the same thing under this regulation as- 
under section 22. 1 would like to call to jour attention that the 5-year 
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average as you indicated when I was testifying of 1961 to 1965 of 
Italian-type cheese imports is 8 million pounds. The quota under sec- 
tion 22 at the present time is 11^00,000 pounds. 

Senator Holland. That shows that the administration haa been 
rather cenerous to you, because it has kept your quota up at a higher 
fi^re tTian you have needed to actually import to meet the demand in 
this country from time to time. I noticed that. 

Mr. Fromer. It shows in their estimation 11 million pounds can come 
in without interfering with the domestic industry. Regardless of that 
fact, the imports actually have only been about 8 million pounds, 
showing that consumers are the ones who determine the volume of 
imports and not the Department of Agriculture or the Tariff Com- 
mission. 

Also it shows this — -that we have been under quota, imder restriction, 
and therefore imports have been kept down. And if this bill went into 
effect in its present language, and you fixed the quota as on what hap- 
pened in 1961-65, the quota for Italian-type cheese would go down 
by 3 million pounds, although the Italian-type cheese is substantially 
higher in price than the domestic. And it has stimulated production 
of domestic cheese from 15 million a generation ago to 270 million. 

I don't think that's fair, I don't think that the Senator even believes 
that that is fair — to cut back the imports of tlieee historic cheeses by 3 
million poimds under the terms of your bill. That's why it's different 
from section 22. 

Senator Holland, I am sure it would not be cut back. We can make 
appropriate reference, either in the committee report or in the bill 
itself to that effect. 

I repeat — I don't think these specialty and high-price cheeses should 
be affected in any way, and I don't thmk they will be. I am sure tha 
committee will agree on that. 

Mr. Fromer. As a matter of fact, Senator, I had communicated with 
the members of the committee and asked that the cheeses which have 
historically been imported into the United States during the last a 
number of years, as you may determine, should be excluded from the 
provisions of the bill. Then we would not have this regimentation 
system that exists — because the facts indicate that you do not need 
regulations on those specific historic cheeses. 

Senator Holland. You use this term "regimentation." Apparently 
you have been operating rather happily under it since 1953. There is 
no intent to change the method of handling it. 

Mr. Fromer. The industry has been operating very unhappily under 
it because the people who may want to make the importations may not 
be exactly the people who have the licenses to make the importations. 
And it has been hampering the industry and the normal channels of 
distribution so that they exist — we have lived under them — have not 

tone out of business. But look at the history. The imports have gone 
own while the population has increased. You don^ call that a success- 
ful operation. This is a picayune business that amounts to about 70 
million pounds of cheese a year now and amounted to the same amount 
30 years ago. That's not happy or succssful operation by a long shot. 
We are unnappy with these restrictions. This nill is going to make ns 
a lot unhappier. 
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Senator Holland. Well, if you get people to continue to like these 
very famous and fine specialty cheeses like they used to, many years 
ago, it would be different ^an most things h^pening now. People are 
changing their tastes, changing their ways of^doing tilings, even wear 
different kinds of clothes and neckties. You would like to return to the 
^d days. 

Mr. Fromer. We would like to preserve them. 

Scaiator Holland. I know you would like to. But that's just not 
the way of things. We are moving all Hie time. 

Thank you very much. 

Mr. Sozzi. Thank you, sir. 

Senator Holland. I understand the next gentleman on the list is 
willing to waive his turn for the present to allow a gentleman who has 
reservations to leave town to testift^. 

Our next witness will be Mr. Joihn T. Walsh, executive director of 
the American Dry Milk Institute. 

STATEHEin; OF JOHV T. WAISH, EXEGUTITE DIBSCTOS, AMEBI- 
CAir BBT MTT.lt: INSTITUTE, CHICACK), ILL. 

Mr. Walsh. Mr, Chairmanj my name is John T. Walsh, I am the 
executive director of the American Dry Milk Institute. 

The institute, comprised of cooperative and independent manufac- 
turers of dry milks, is a nonprofit corporation whose place of business 
is located at 130 North Franklin Street, Chicago, HI. The constituent 
members of the American Dry Milk Institute produce a majority, in 
amount, of the dry milk products made in the United States. 

We favor passage of the type of legislation proposed in S. 612. Your 
committee has previously heen furnished dunng these hearings with 
data and information testifying to the "explosion" of dairy product 
imports which took place in 1966 — and there is every evidence that 
such imports will continue to increase in 1967. It is apparent the appli- 
cation of section 22 of the Agricultural Adjustment Act with respect 
to restricting or limiting dairy product imports has not been effective 
as intended. 

Effective dairy product import controls are necessary for a number 
of reasons including — 

In order that farmers have a reasonable and continuing oppor- 
tunity to attain parity prices for milk and butterf at. 

For an effective and meaningful price-support program. 
The maintenance of T7.S. dairy production capacity to meet 
needs of population growth and Government programs as the 
latter programs are pertinent and an integral part of national 
defense and foreign policy. 

To keep the c^ts of a support program minimal by not pro- 
viding opportunities for imports to replace U.S. dairy products 
in the domestic market, therefore resulting in surpluses of butter, 
nonfat dry milk and cheese to be offered to the Government under 
the support program. 
For example, in 1953, a section 22 quota of 707,000 pounds was es- 
tablished for butter and fresh or sour cream containing over 45 per- 
cent butterfat; subsequently, circumvention of this quota resulted in 
increasing imports of "butteroil" and the establishment of a quota of 
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14300,000 pounds for this product (o\-er 45 percent butterfat) ; further 
circumvention of these q^uotas next came about througli imports of 
butterf at-sugar mixtures in wliicli tlie butterfat content tlid not exceed 
45 percent and sugar, plus trace of flavoring, made up the remaining 
approximate 55 percent. In July of 1966, the Secretary of Agriculture 
announced import quotas under the Sugar Act for buttertat-sugar 
mixtures containing more than 25 percent sugar; this has led to nir- 
ther circumvention with products composed of not more than 45 per- 
cent butterfat, not more than 25 percent sugar and with 20 to 30 
percent nonfat milk solids. 

"Whereas such imported products covered related only to butterfat 
and sugar mixtures, we now are confronted with imported like prod- 
ucts which also include the nonfat milk solids of milk — each of which 
replaces U.S.-produced butterfat and nonfat milk solids in domestic 
-food utilization to the extent imports are permitted. Such replace- 
ment of U.S.-produced milk products results in surpluses of butter, 
nonfat dry milk and cheese for purchase by tlie Government in its 
price-support program for milk and butterfat. Imports of butterfat- 
sugar mixtures, and with nonfat milk solids, following the Secretary 
of Agriculture's July, 1966j action, are reported as 105.6 million 
poun(fe for 1966 versus 3.4 million pounds in 1965, There is every in- 
dication that imports of these butterf at-sugar -nonfat milk solids 
mixtures will continue to increase; the USDA reports that imports of 
these types of mixtures amounted to more than 30 million pounds in 
January-February 1967 versus 3.1 million pounds for the same 2 
months in 1966, 

Under the present formulation the volume brought in in January 
and February 1967 would represent just about 9 million pounds of 
milk solids nonfat, or nonfat dry milk, and some 13,200,000 pounds of 
butterfat. 

The annual import quota for butter has been established at 707,000 
pounds and for nonfat dry milk at 1,807,000 pounds. It is generally 
conceded that imports of Junex and variations of that type i^roduct 
in 1967 will substantially exceed the imports of 1966. Nevertheless, 
using the 1966 import figure of 105.6 million pounds for butterfat- 
sugar-nonf at milk solids mixtures, it is noteworthy the figure repre- 
sents some 57 million pounds of butter and approximately 26.5 miUiou 
pounds of nonfat dry milk — far exceeding the eetabUshed import 
quotas for these two products. 

The type of legislation proposed would use as a base the average 
annual quantities of butterfat and nonfat milk solids imported during 
the 5 calendar years 1961-65. The year 1966 would not be included 
in the base because it was not a normal year. Heavily subsidized exports 
of surplus production by foreign nations, coupled with price increases 
in this country needed to stop a dangerous decline in domestic produc- 
tion, resulted in abnormally large volumes of imports of evasion-type 
productions during 1966. The same condition threatens serious harm 
to American dairy products in 1967, imless Congress acts to fix a limit 
on dairy product imports under this type of legislation. 

The proposed 1961-65 average would provide automatic controls; 
these would be flexible as between products and countries, subject to 
the overall limitation that the annual total of all dairy product im- 
■ ports could not exceed the 1961-65 average. This would permit recog- 
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nition of any legitimate new dairy products which might be developed 
while at the same time preventing evasion. 

Provision is made to permit the President to authorize additional 
imports in the national interest. If additional imports are admitted 
under this provision, at a time when dairy farm prices are below parity, 
a corresponding quantity of dairy products would be removed frcun 
the domestic market and channeled in to support the program. This 
would permit the market to respond to domestic market forces and 
help attain the goal of the agricultural program authorized by Con- 
gress, which is parity prices in the marketplace. 

The bill also provides that as the domestic market expands due to 
population or other factors, the import total would increase in the 
same ratio. 

Thus foi-eign exporting countries would share in the growth of the 
U.S. market in the same relative proportiwi as U.S. producers, but 
imports to this coimtry could not grow by displacing domesfie pro- 
duction. 

Most important, the new bill would put an end to the subterfuge 
and evasion practiced under the present inadequate import controls. 

Furthermore, a definite and known level of imports would be estab- 
lished to which the market could adjust and on which our own farmers 
and foreign countries could make sound future plans. 

We urge your favorable consideration of this proposed legislation. 

I was present this morning and listened with a good deal of interest 
to the statement given to the subcommittee by the representative of 
the U.S. Department of Agriculture, I am sure the subcommittee is 

foing to do it, but I would like to suggest that the subcommittee would 
nd the testimony of Secretary Freeman befbre the Tariff Commis- 
sion earlier this week on section 22 quotas to be quite interesting. 

Senator Holland. Secretary Freeman will be with us in the morn- 
ing. If you care to wait, you can hear him then. 

Thank you very much, Mr. Walsh. 

The next witness is Mr. Gonzenbach. 

Senator McGovern. If I could say a word about this witness, Mr. 
Chairman. He is a representative of the cheese manufacturing indus- 
try in South Dakota. He is vice president of the Valley Queen Cheese 
Factory at Milbank, S, Dak. In addition to that, he is vice president of 
the North Central Cheese Industries Association, which has its head 
office in St. Paul. 

I just wanted to say to the committee that he is a very fine and 
highly respected member of the industry, and while his testimony is 
very brief, what he has to say will be very important to the committee 
record. 

Senator Holland. We will be very glad to hear Mr. Gonzenbach, 
and we are glad to have your kind words about him. 

Proceed, sir, 

STAT^CENT 07 UAX OOITZENBACH, VICE FBESIDEIIT, NOBTH CEK- 
TEAL CHEESE DTOUSTIUES ASSOCIATIOK, ST. PAUL, HUTN. 

Mr. Gonzenbach. Chairman Holland, Senator McGovero, it's in- 
:deed my pleasure to be here. I don't only mean the privilege of testl- 
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fying before this committee, but also to testify before a committee- 
upon which the Senator from my home State has a seat. 

My name is Max Gonzenbach. I am vice president of Valley Queen; 
Cheese Factory, Inc., Milbank, S. Dak., and vice preadent of the 
North Central Cheese Industries Association, St. Paul, Mjnn. The- 
North Central Cheese Industries Association is comprised of cheese 
manufacturing plants, cheese proceasors. and cheese industries related 
firms located in Minnesota, Wisconsin, Norti Dakota, South Dakota, 
and Iowa. This association represents approximately 12,000 dwiy 
farmers. 

We are craatly concerned by the ever-increaang flood of dairy 
products vmich are being imported into this count]^. These dairy 

Eroducts include Colby cheese, which has directly affected our mar- 
eta, butterfat-sugar mixtures (Junes and other similar trade names) ^ 
and other products which have been deliberately set up to evade or 
circumvent import quotas established under section 22 of the Agri- 
culture Adjustment Act. 

In the spring of 1966 and through most of 1966, milk production de- 
clined to the extent that domestic prices for all dairy products in- 
creased to levels w^l above the support price. Finally, the dairy- 
farmer was receiving a price for his milk based on supply and demand 
alone. Then came the increased volume of imports which directly 
offset the decline in milk production. This is rather ridiculous in light 
of all the grief the dairy farmer suffered due to overproduction m 
prior years. 

The past week we, along with many other groups, appeared before' 
the U.S. Tariff Commission in hopes that our testimony would prompt 
action to close section 22 loopholes which would immediately stop the- 
invasion and circumvention of dairy product import quotas. Hear- 
ings before the Tariff Commission relative to import quotas of dairy 
products have been quite frequent. Oftentimes the action taken on a 

?uota is not in accordance or consistent with the official report of the 
Jommission. I refer to the following instances : 

July 18-20, 1961 — Tariff Commission hearing as to whether impMi; 
quotas for Blue Mold cheese and Cheddar cheese should be enlai^^ 
or eliminated. 

September 1, 1961 — The Tariff Commission made a report to Uie- 
President pursuant to his request under section 22(b) of the Agri- 
cultural Aaiustnient Act to determine whether existing import quotU' 
for Blue Mold cheese and Cheddar cheese should be enlarged or elimi- 
nated. 

Only three members of the Commission participated in the case.. 
The three Commissioners by unanimous vote found that circumstances- 
which led to the imposition of the existing quotas in 1953 had not sa 
changed that either of the quotas could be enlarged or eliminated, 
without resulting in material interference of the price support pro- 
gram of USDA. The Commission therefore made no recommendation 
for the modification or elimination of either of the said quotas. 

i^rch 29, 1962^The President found and declared that circum- 
stances required modification of the quota on Blue Mold cheese and 
increased the import quota per year by 890,000 pounds making th& 
total 5,017,000 pounds. No explanation was given in the Presidential 
proclamation. 
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April 29 and 30, 1966 — Tariff Commission hearing regarding Ched- 
•dar cheese. 

April 29 and 30, 1966, the Tariff CommissicHi, pursuant to the 
Tequest of the President, held a hearing regarding a proposal recom- 
mended by the Department of Agriculture to mcrease the import 
c^uota for Cheddar cheese by specined amounts, with certain limita- 
tions regarding cured Cheddar cheese. No (^cial report has been 
issued by the Tariff Commission and no official action has b^ t^en 
by the President. 

The Agriculture Adjustment Act is clear as it was orginaUy sent 
down by Congress, but due to the unlimited discretionary authorities 
of the President, it has not always been exercised in the best interest 
■of the dairy industry and the dairy farmer. Mr. Chairman, we there- 
fore endorse the Dairy Import Act of 1967 and urge the committee 
to expedite (his bill through Congress. 

Senator Holland. Thank you. 

I notice here with reference to Blue Mold cheese, the imports have 
Tiot varied greatly. Do you have the figures there before you from the 
1936-39 average, beginning at 3,030,000? 

Mr. GoNZENBACH, Yes, sir. 

Senator Holland. Down tlirough the years to 1966 — 5,173,000. 

Mr. GoNZENBACU. Correct. 

Senator Holland, I note that while there are some years where it 
has gone down greatly, that it has come up in soma years too—well, 
for mstance in 1952, 5,048,000, and in several years to four million 
and some thousand. For instance in 1959, 1960, 1962, 1964, 1965. And 
the increase has been rather modest per year. Sometimes there has 
"been a decrease. 

What year was it you say the request was made for a reduction t 

Mr. GoNZENBACH. 1961. Actually the request was made to either 
enlarge or eliminate the quotas on Cheddar of Blue Mold cheese in 
1961. 

Senator Hollaitd. Either enlarge those quotas or diminate. 

Mr. GoNZENBACH. Kight. 

Senator Holland. And neither action was taken. 

Mr. GoNZSNBACH. Kight. 

The point, Mr. Chairman, that I tried to bring forth is the fact that 
irrespective of the figures here — which I appreciate^ which you are 
drivmg at here — what I was trying to illustrate here is that although 
there was testimony given before the Tariff Commission, and that the 
Commission did reach a decision that the same decision 

Senator Holland. What was their recommendation ? 

Mr. GoNZENBACH. Their recommendation at the tinae was that no 
recommendation or modification or eliminati<« should be made. 

Senator Holland. Well, the figures themselves here do not indicate 
any great change either up or down. 

Mr. GrONZENBACH. That is correct. - 

Senator Holland. What is it that you object to in tb^t recommenda- 
tion? 

Mr. GoNZENBAca. Basically — not so much in this specific recom- 
mendation. I just cited two examples of what baedcally uin &aal resijlt 
was following 

Senator HoiiAND. What did the Ppetadent do f 
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Mr. GoNZESBAcir. The President did modify or inci-ease the quota. 

Senator Holland. To what figure? 

Mr. GoNZENBACir. He increased it from some roughly 4^250,000 — he 
increased it an additional 850,000 pounds. Even though the report of 
the Tariff Commission was to not modify or not alter. 

Senator Holland. Is there any cheese, domestic cheese which we 
produce, that is also {-ailed Blue Mold cheese? 

Mr. GoNZENBAcii . Yes ; there is. 

Senator Holland. What is the domestic production of Blue Mold 
cheese ? Is that what shows in the left hand conmm there ! 

Mr. GoNZENBACH. No, two, Blue Mold cheese — roughly 22.5 miUiwi 
pounds. 

Senator Holland. Well I think I understand what you were getting 
at in that part of your statement. 

Now, the other one related to another type of cheese. What was it? 

Mr. GoNZENBACH. Cheddar cheese. 

Senator Holland. The Cheddar is included in this table under the 
heading of "American" isn't it ? 

Mr. Gonzenbach. That's right. 

Senator Holland. What was the action taken there ? 

Mr. Gonzenbach. The Commission reported that action. Their re- 
port was no change should be made in either the quota for Blue Mold 
or Cheddar cheese. In 1962 the President, in spite of their mling, did 
alter the quota for Blue Mold cheese, but he did nothing with Cheddar 
cheese. So actually 

Senator Holland. He followed the recommendation. 

Mr, Gonzenbach, On Cheddar cheese only ; yes. 

Senator Holland. And the real trouble is not the Cheddar cheese, 
but from this substitute — -what is the name of it ? 

Mr, Gonzenbach. Colby. 

Senator Holland. So it obvious that what was wrong — it seems 
obvious to me what is wrong here is not the findings of the Tariff Com- 
mission or not the action of the President, but the terms of the order 
issued under section 22, because it covers only cheeses by name, and 
permitting Colby to come in, though it is marketed in competition 
with Cheddar, It seems to me that this bill would meet that situation, 
but it seems to me also that that situation could be met by a different 
type of an order under section 22. 

Mr, GrONZENBACH. Which is precisely the reason for the testimony 
before the Tariff Commission early this week. 

Senator Holland. In other words, what^ou want is relief one way 
or the other wherever it can be most quickly and most effectively 
obtained. 

Mr, Gonzenbach, That's right, I would point out, too, that had 
Senate bill 612 been passed this year, this past year, the situation which 
the dairy farmers suffered this past year would have not come about 
due to the fact that S, 612 would have placed a ceiling on it, not en- 
abling the butterfat sugar mixtures and the Colby cheese to come into 
the country. 

Senator Holland. The only thing that is troubling me in this whole 
hearing, other than the general question of whether we should proceed 
one way or the other, which is of course an arguable question, is the 
position of these importers of the specialty, rattier established Euro- 
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pean cheeses, for Trhich according to these lists there has been a rather 
established market for many years. It hasn't changed very much. 
You heard their testimony. 

Mr. GoNZENBACH. Yes; I did. 

Senator Holland. Are you or are you not of the opinion that to 
make it clear, either in the report or the bill itself, or in the section 22 
order, whichever is the method followed, that those established quotas, 
specialty products, for which there is a market and which sell at a 
premium price should be protected and not adversely affected by what- 
ever we do, 

Mr. GoNZENBACH, It is my basic opinion that according to section 
8 of this bill that nothing contained in this act shall be construed to 
repeal section 22 of the .^gricultm-al Adjustment Act — explains that. 
And I don't feel what currently exists would be affected by this bill. 

Senator H(h,land. Section 22 of the Agricultural Act makes no 
reference of course to any special agiicultural products like milk oi' 
cheese or any other. It ]ust simply provides that where there is a threat 
from vastly increased imports to any established American agricul- 
tural industry, that this fixation of quotas by Presidential order, after 
following certain procedures, is possible as a method of protection. 
It makes no reference to any individual method or any crop or prod- 
uct or group. It is a general provision. 

Mr. GoNZENBACH. Right. 

Senator Holland, iuid that section that you refer to simply makes 
it sure that section 22 is not affected and will continue to function. 
But it doesn't mean that these particular orders outstanding under 
section 22 are right or tliat we are approving them or disapproving 
t^em. It doesn't mean that the President cannot continue to issue 
those orders or change orders. In fact, it permits him to do so — because 
■we realize that this measure affects only dairying, not the general field 
of agriculture, and is intended to be as nearly as we can an existing 
fact which may not be the fact a few years from now at all. 

I will ask you the question again. 

Don't you think that in the event it is shown, as it seems to be, 
that there are these high-priced specialty products, well established 
over a period of many years, and ft>r which there is a. market, though 
they are high priced, and though they are imported, where businesses 
have grown up and handled these products, they should not be ad- 
versely affected by whatever we do, whether it is through legislation 
or section 22? 

Mr. GoNZENBACH. Your question then is: Do I think that they 
would be adversely affected? ' 

Senator Holland. Do you think they should be adversely affected ? 
I personally do not. I think that there is no purpose here on the part 
of the authors of this bill or on the part of the Secretary of Agricul- 
ture in recommending further action under section 22 to affect ad- 
versely such businesses as those, which apparently are not the ones 
that are hurting the American dairy farmer. 

Mr. GoNZENBACH. To that I would also say "No," and I don't be- 
lieve this is the purpose of the bill, either. 

Senator Holland. Well, I don't either. 

yVe will of course be dealing with that in executive session. But it 
seems very clear to me that adverse action against tliat class of busi- 
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ness would not help our problem. It would simply create unneeded 
hostility to our action in endeavoring to deal with this problem. And 
what you want to do is deal with th© problem as effectively and as 
quickly as we can. 

Mr. GoNZENBACH. That is coiTect. 

Senator Holland. Senator McGovem. 

Senator McGoyern. Mr. Chairman, I would like to point out, with 
reference to the increase in imports shown on the chart here, the very 
sharp increase just in the last couple of years on imports, both on 
bhie-mold cheese, which has jumped about 800,000 pounds between 
1965 and 1966, and then a 34-miIIion-pound jump on the American- 
type cheese imports. I think that points up 

Senator Holland. That is the red flag, it seems to me— this last 
one that you have mentioned. And I recognize that as such. I think it 
is one of the things under this bill which ought to be dealt with. But 
most of these estaolished old European specialty cheeses, if vou read 
the list of them, don't seem to have been going up at aU, and most of 
them have been going down a little. 

Senator McGovern, Yea But while the blue mold increase is not 
sensational, it is nevertheless a 20-percent increase in 1 year's time. I 
think Mr. Gonzenbach's third paragraph here is an excellent summary 
of the problem. I would like to underscore that — that we drove a lot 
of our dairy producers to the wall in 1965 and 1966 and producti(»i 
fell off so sharply that there was some improvement in prices which 
these imports are apparently taking advantage of, and again causing 
problems. I think that in a nutshell is what we are faced with. 

Senator Hollajtd. Yes, I thought that was a good paragraph, too. 

Incidentally, while you were detained in anoSier committee, Sen- 
ator, some of these importers brought up that several of these imported 
cheeses come from sheep's milk, and there is an established market, it 
doesn't seem to be changing very much. It is a high price product. It 
would seem to me that there is no disposition on the part of the 
introducers of the bill or anybody else to affect the product of that 
kind — that comes from sheep's nulk, and in that case from Italy, as 
the witness would testify. 

I don't believe it is necessary to carry out the purpose of this bill 
to affect adversely any such business as that at all. 

Senator McGoveen. I think that's correct. 

Senator Holland. Thank you very much, Mr. Gonzenbach. 

Senator Mundt, we are very happy to have you here at this tame. 

STATEMEBT OF HON. EABX UUnBT, A V.S. SENATOB FBOH THE 
STATE OF SOUTH DAKOTA 

Senator Mdndt, Thank you, Mr. Chairman. It is good to be in tbi» 
committeeroom again, Mr, Chairman. 

I have read the statement you just heard from our lai^est cheese 
operator in the State of South Dakota, the city of Milbank, and I 
endorse everything he said. 

As one of the cosponsors of S. 612, 1 simple came over to emphasiise 
my support for this approach which is before the committee. I think 
we are all equally aware of the problems confronting the dairy fanner 
today, operating in a depressed economy. And I tliink there is real 
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urgaicy in the need for passage of this legislation, since apparenblj the 
atlministration has refused to heed the pleas of the dairy farmers 
•asking him to take action under section 22 of the Agricultural Adjust- 
ment Act to cut off these dairy imports. 

Dairy imports have been a difficult and troublesome problem for 
many years and over these many years these imports have been most 
costly to the dairy farmers of Ajnerica. You gentlemen know the his- 
tory of congressional action to try to prevent excessive imports and 
the continual erosion by the administration of the controls which were 
established in 1953 because the administration of section 22 to which 
I referred earlier lias been weak and ineffective. In fact, figures avail- 
able to me indicate that imports will show an increase of 567 percent 
above 1953 quotas if the Department of Agriculture estimates of dairy 
product imports for 1967 are realized. We do know that in 1966 im- 
ports showed a startling increase. From 1953 to 1965 the increase in 
imports was 75 percent. In 1966 alone this jumped to 433 percent. 

An of these imports have a double-barreled effect in Uiat they do 
immeasurable injury to our domestic dairy industry but they also result 
in increased waste to our dairy price-support program. With the im- 
ports taking up the American market, our price-support programs be- 
come not a price-support program to support the dairy producer but 
they become a purchasing agent for dairy products so that foreign 
producers can sell in the American market at a price with which our 
producers are not able to compete. 

It is unfortunate that dairy farmers have to come to Congress for 
assistance when tliere are provisions in existing law which if admin- 
istered would protect their market from these imports. However, since 
the administration will not act — we must. 
_ It is as clear as the path to the country schoolhouse door that effec- 
tive import controls are necessary if the farmers are to have an oppor- 
tunity to achieve parity price for their products. Further, if we do 
not protect the dairy farmer from this erosion of his market we are 
going to lose vital industry which has been an important part of the 
American agriculture scene since the founding of this Republic. 

I am sure the testimony which you have presented to this committee 
has substfintiated the ui^nt and obvious need for this legislation. By 
enacting this bill — S, 612 — Congress itself will establish the formula 
for imports and, as you know, it provides a reasonable maximum in 
the overall quantity of dairy products which may be imported. Such 
prescribed standards will eliminate the opportunity and the excuse 
for imports being permitted which adversely affect prices to dairy 
farmers — which, in my opinion, have clearly been contrary to the 
intent of Congress. Passage of S. 612 will not bar imports of dairy 
products. It will, however, establish a limitation on the quantity, leav- 
mg for Jitlministrative decision the products to 1« imported and the 
countries fioin which such products may be shipped. Passage of the 
legislation is fair to our foreign producers since it sets forth rules on 
which they could depend. Further, this bill is essential if our farmers 
are to be able to rely on market prices which are not depressed by 
surnliis production of other countries, and if necessary expenditures 
for price supports are made they will accrue to the American farmers 
and not to those importing the competitive products. 

I urge the committee in all its wisdom to move this bill through 
the Congress as expeditiously aa possible so that at least the Congress 
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can demonstrate it is going to try to give the American farmer an 
opportimi^ to reach the parity of income to which it is entitled. 

I know I am carrying coals to Newcastle to present this testimony 
to you and my colleague from South Dakota, Mr. Chairman. But I 
want to be associated in an effort to do something useful for tiie Amer- 
ican dairy farmer. 

Senator Holland. Thank you, Senator Mundt. 

Do you have a question. Senator McGovem ! 

Senator McGovern. Nothing other than just to commend my col- 
league for this statement, Mr. Chairman. He is a former long-time 
member of this committee and thoroughly familiar with the prolslems 
of agriculture. I wholeheartedly endorse everything he has had to 
say rn this statement. I think it is an excellent statement. 

Senator Mdndt. Thank you very much. 

Thank you, Mr. Chairman. 

Senator Holland. It was nice to have you. 

Sow we have an additional witness — Mr. Hight, J(dm W. Hight, 
executive director of tiie Committee For National Trade PolicyTMr. 
Hight, have a seat. You may present your statement. 

STATEMENT OF JOHN W. HIOHT, EXECUTIVE DDtECTOB, 
COUUITTEE FOB A NATIONAL TRADE FOLICT 

Mr. HioHT. Mr. Chairman, I liave heard the testimony today, and I 
think I pi-obably am the only witness who is in total opposition to this 
bill. Some of the cheese importers perliaps could live with it if certain 
amendments wei-e made. 

I, on the other hand, fee! that it is not good legislation and ought 
to be left to section 22. 

I am John W. Hight, executive director, Committee for a National 
Trade Policy. I appear before your committee 

Senator Holland. Where is that ciHnmittee, and of whom does it 
consist, and where is the office ? 

Mr. Hight. The office is in Washington. As I read this, I think it 
will answer the question. 

The Committee for a National Trade Policy appears before your 
committee at this time to express its opposition to S. 612, a bill that 
will establish a new system of controls on imports of dairy products. 
We do not appear on behalf of any business mterest in any way con- 
nected with the dairy industry or any other business enterprise. Our 
views are never intended, and are not intended in this tesumony, to 
reflect the special interests of any of our supporters. Our committee 
is a business-directed and primarily business-supported organizaticm, 
its backing entirely American in origin, established to promote U.S. 
foreign-trade policies and practices that, in our view, serve the total 
national interest. 

We believe that, with respect to this country's trade relations with 
the rest of the world, the enlightened self-intei-est of the United States 
is best served by (a) the sustained lowering of trade barriers on a 
multilateral basis; (6) the use of domestic-policy remedies for any 
serious injury which legitimate import competition may tend to cause 
among competing domestic procedures; and (c) avoiding import re- 
strictions except as a last-resort, emergency measure to buy time for a 
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carefully designed adiustment program to take effect. We also brieve 
that Goveranient should not inject itself into the marketplace in a way 
that denies entrepreneurs the flexibility they should nave in pur- 
chasing from whatever sources they wish as long as these purchases are 
not in violation of other laws regarding both foreign and domestic 
policy. In other words, we believe strongly in the free enterprise 
system. 

The bill before you does not, in our judgment, meet these standards. 
It also bypasses the import control procedures established under sec- 
tion 22 of the Agricultural Adjustment Act to protect the price sup- 
port system against material interference. A section 22 proceeding is 
underway in the Tariff Commission, focusing on whether quotas 
should be established on new dairy products competing with those 
already covered by quota controls but themselves free of such restric- 
tions. We hope that, if such imports are found to be rendering in- 
effective the price support program and are subsequently brought 
under quota control, tne quotas will permit the greatest possible 
flexibility for choice among the competing imported products, and the 
largest possible quotas consistent with consumer needs. In our view this 
section 22 investigation is the proper way to deal with this problem and 
that new legislation is not called for at this time. 

Moreover, the proposed legislation bypasses not only the procedures 
but also the standards of section 22. It does this by omitting any 
standard for assessing the extent to which imports may be harmftu 
to domestic production or to the Government's price support pn^am. 
It establishes average unports in the period 1961-65 as a maximum for 
allowable imports (permitting upward adjustments in proportion to 
any growth m domestic consumption). It does not take account of 
changing consumption needs or new market potentialities. 

Those who propose this legislation have, of course, included a sort of 
"safety valve" authority for the President, permitting him to author- 
ize additional imports (exceeding the prescribed formula) if he fdit 
these were needed in the national interest. If, however, domestic market 
prices were less than parity, the Secretary of Agriculture would have 
to purchase an equivalent additional quantity of domestic dairy prod- 
ucts. The political opposition the President would be certain to face in 
considering the need for additional imports he regarded as essential 
to the national interest may be predicted and would surely militate 
against full utilization of this discretionary authority. 

In opposing this billj we are aware of the pi-oblems encountered by 
milk producers, including the perishability of their product and the 
economic and physical difficulties under which many of them work. To 
the extent that imports pose a problem, they are only one of many 
factors. Biit politically, tliey are the factor most susceptible to pres- 
sures for regulation in the cfynamic economy in which milk producers 
operate and to whose changing forces and patterns they have to 
ndjust. 

The trade association urging this bill wants "a definite and known 
level of imports * * * to whicli the market could adjust and on which 
our own fanners and foreign countries could make sound future plans." 
This view of adjustment seems at odds with the principles of free 
enterprise we extol as our standard in our domestic economy, and with 
the principles of freer world trade we extol as the trade policy best 
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calculated to serve our overall national objectives at home and in our 
relations with the rest of an increasingly and desirably interdependent 
world economy. It is a share-of-the market concept that is totally at 
variance with those principles. Producers should adjust to the changes 
of a market kept as free as possible of Government control over the 
quantities of goods allowed to be shipped. Importers and foreign sup- 
pliers should have to do the same. 

This standard should be applied in the dain^ industiy, involving 
the cooperation of all Government and private interests affected. The 



problems and potentials of the dairy industry should I 

these terms, with appropriate attention given to the real causes of 
declining milk production and declining employment in this field. No 
such assessment seems in the offing. 

Those who urge enactment of this bill say that, since under existing 
law imports of butter and cheese have to be offset by equivalent Govern- 
ment purchases of domestic production when prices are below the sup- 
port level, the proposed controls would not cost the consumer-taxpayer 
anything since the imports that are kept out would not necessitate com- 
pensatorr Government purchases. And any price advantages he might 
oe denied by these import restrictions would be only short-run, com- 
pensated by the longer-run advantages of reasonable milk prices made 
possible supposedly by the effect of import controls in saving many 
milk -producing enterprises from extinction. There is no assurance that 
this would in fact be the case. 

Regarding the question of cost, the proposed import restrictions may 
in one sense save the taxpayer-consumer the cost of financing compen- 
satory Government purchases. But there are other costs that cannot 
be readily quantified if at all. These involve such things as the cost of 
interfering with the kinds of decisions people should De free to make 
and that are basic to the effective operation of our economic syst«a. We 
wid) there were no quotas at all — in other words, that the national agri- 
cultural assistance program was of a kind that permitted such free- 
dom for imports. One of the merits of such a policy (and, under pres- 
ent law, of compensatory Government purchases offsetting certain 
imports) is that the country would have a clearer idea of the cost of 
its agricultural policy. 

As for the expectation of holding milk prices at a reasonable level in 
the long run, the mobility in our dynamic economy is such that it is 
not reasonable to expect reasonable milk prices just, or even primarily, 
by restricting imports of dairy products. 

Imports are amounting to something in the order of 2 percent, al- 
thou^ they have greatly increased in the last year. 

The point I want to make is there are so many other factors which 
affect the milk-producing industry that I feel sure as an economist that 
a 1- or 2- percent increase in imports is not likely to have a great effect 
upon the price or supply. 

Senator Holland, It is not a 1- or 2-percent increase in imports. It 
is between 3 and 4 times the amount. 

Mr. HiOHT. I agree, since increases of that nature do have an effect 
on prices, and do require what may perhaps be a somewhat longer 
adjustment. 

All other things should not be expected to remain "equal." If it 
is so important to keep in production the milk-producing facilities 



-i^^ioo^le 



DAIRY IMPORT ACT OF 18*7 iSl 

wliich the proponents of this bill contend will be dislocated if such leg- 
islation is not passed, it seems too risky to rely so heavily on import 
controls to seek this objective. 

The risk is compounded by the costly implications of such controls 
for our national trade policy objectives. Supporters of this bill se^n 
not to have thought tnrough its potentially adverse consequences, 
direct and indirect, for the great and I trust expanding export stake 
of these same States, There can be little question that there will be 
retaliation from these countries abroad which are affected. The protec- 
tionist tendencies we already encounter abroad in agricultural trade 
do not justify protectionist measures in our own trade policy. Nor does 
the fact that labor costs are lower abroad justify import controls. To 
the extent that foreign dumping or foreign subsidization takes place, 
there are remedies already on the statute books to cope with such 
contingencies and we would urge that they be utilizea. 

We have the Anti-Dumping Act, and of course we have tlie provi- 
sion for countervailing duties. 

In short, sound programs and policies are needed to deal with what- 
ever weaknesses are detected in our dairy producing areas. We do Hot 
believe that the proposed legislation discussed in these hearings is such 
a soundly conceived effort. In view of its policy costs, it is in fact ill- 
conceived, and that is why we are here opposing it- 
Senator Holland, Thank you, sir. 

You understand that much of the resentment of these people, if 
I may say so, is caused by the fact that in spite of our having invoked 
the section 22 remedy, not once, but after several efforts, amendments 
and the like, they find ways to evade it, and come around by producing 
some new and heretofore unheard of product. 

Mr. HiGHT. Yes, sir. 

Senator Holland. And you understand that that involves, too, 
bringing in stuff that is not even represented in these hearings. Nobody 
that lias done this has the face to come here and appear. And yet they 
are the ones that have made the trouble. The ones who appear are the 
ones who have an established business going back many years and han- 
dle products for which there is an American market, even at a consid- 
erably higher rate than the American products available which are not 
in most instances the same at all. And you understand, too, that there is 
great resentment because of the heavy importation of sugar which 
has come into being in this mixture of sugar and milk fat. There is 
even great suspicion that much of that sugar is Cuban sugar. That 
has not come into the hearing here as yet, but that is the way the 
people feel, and some well-informed people. 

So there are many reasons for the very genuine resentment that 
exists, and for the ineffectiveness of one method of dealing with it, 
which is undoubtedly the preferred method, if it can be effectively 
used — the resentment has now gotten so great that the effort is being 
made to deal with the matter directly through legislation, which is 
constitutional, but which may or may not be clearly arranged by any 
of us. 

There is much to this evasion. There is much to this great use of 
sugar, both of which, and other factors, that have caused very genuine 
resentment, particularly to a great group of people who are really 
struggling for existence, many thousands of whom have had to go 
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out of existent* too, I think, more to other factors than this, but in 
some measure to this very fact. 

So I think it should not lie veiy difficult to understand what is 
happening. 

Mr. HiGHT. May I comment ? 

Senator Holi^nd. Yes, sir. 

Mr. HiGHT. I certainly hold no brief for evasion of the section 22 
order or the order of the Secretary of Agriculture. My feeling is that 
section 22 can readily take care oJ this. And now, of course, we have 
the Secretary of Agriculture asking the Pi-esident to order the Tariff 
Commission to investigate it. 

I think that is the proper procedure. I am not entirely happy with 
section 22, but that is the law and I think it ir> quite able to take care 
of the situation. 

Senator Holi.and. It iias been accepted by the commercial commu- 
nity of the world — not just in this field, but m various fields — as some- 
thing that is reasonable, and is understandable, and that a nation has 
some right to protect industries which it knows are vital to it, and 
certainly the continued production of milk, whether we have war or 
not and whatever happens, is a matter of great admitted importance 
to our Nation. 

Mr. HiOHT. Section 23 is not technically in conformance with the 
General Agreement on Tariffs and Trade. 

Senator Holland. It long preceded the General Agreement on Tar- 
iffs and Trade. 

Mr. HiGHT. We have a waiver on some of its operations from ths 
GATT, and are able therefore legally to operate within the general 
agreement. 

I think this legislation clearly would violate the general agreement. 
I think we would have great difficulty in our relations with other 
countries because it is rigid. It places an absolute quota on the produc- 
tion of dairy products without any reference to a price support 
program. 

Section 22 is directly related t« price supports and U.S. Government 
costs in maintaining that program. 

This is um-elated. Therefore I think it is quite in disagreement with 
GATT. 

Senator Holland, Well, you may be right about that. However, 
having in mind that these two pi-oducts that are mentioned are being 
so heavily subsidized by the nations from which they cx>me, who have 
uot dared to send anybody her& — even the importers have not dared to 
send anybody hei'e bpcause they are so clearly evading the law of the 
countiy which gives them a chance to make a very good living 

Mr. HiGHT. I think that is quite correct, sir. 

Senator HoLL^ixi). And it would be very difficult for a country that 
subsidizes this export to the extent that it does to come in here and 
complain. 

Mr. HiGHT. I think we ought to do a little more in the area of coun- 
tervailing duties, where we have clear evidence that there ia 
subsidization. 

I understand on some of this Junex that the butter comes from 
Eastern Europe, in fact, and is processed in Western Europe at very 
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low prices. X understand you can buy butter in Europe for 26 w 30 
cents a pound sometimes. Xow, this is clearly heavily sibeidiiied. 

Senator Holland. Maybe toe sugar crc^ are based la Europe, too. 
That would be the two sources of sugar supply in Europe that meet 
their normal demand — as you know, some or them use enough to meet 
their normal d«nand. 

Mr. HiGBT. I think there are legal remedies for this. I hate to see 
Ieg:islation of this kind passed when it is not necessary. 

Senator Holland. Well, I can see yoiu- position. We thank you for 
testifying. 

Mr. HioHT. Thank you. 

Senator Holland. All right. Now we will hear these two other 
gentlemen, Mr. Frigo, of Frigo Cheese Corp., and Mr. Spalks. 

STATEMEMT OF PETE FHIGO, VSSSWEST, FSIOO CHEESE CO&P., 
LENA, WIS., ALSO BEPRESEBTIKO TOLIBIA CH^^SE, IHC. 

Mr. Frigo. Senator, I would like to introduce myself momentarily 
Ts the president of the National Cheese Institute. I want to clarify tbA 
position of the National Cheese Institute. As long as thei-e is a price 
support prt^ram, the institute poliqc is to follow the intent of the law, 
or as the proposed bill, S, 612. And that is the directive that the Na- 
tional Oieese Institute wants to take on this particular bill. 

There are ramifications and whatnot wliich I am not prepared at 
the moment to go into, because I would not want to see, as an individ- 
ual, in the form of butterfat — have all these products come in in the 
foiin of Cheddar cheese or Provtdone or Mozarella or Gorgonzola, or 
perhaps in the form of butter. So we would have to know how the bill 
would be administered in order to properly understand the workings 
of it. 

But as Peter Frigo, the president of Frigo Cheese, Honorable Sena- 
tor, I would like to say this. The Italian cheese industry has its humble 
beginnings here in the State of Washington and Minnesota originally. 
It Degan m the early 1900's, with such gentlemen like my fatlier who 
emigrated from Italy, and they settled m these small towns and com- 
munities, and they brought their trade, the art of cheesemaking, into 
this country. 

And today — we do not own the Italian cheese industi-y. And when 
you hear tins ti-emendous amount of 270 million pounds of Italian 
cheese produced in the United States — Senator, believe me, we are 
happy, because this has been done by the second generation of Italian 
cheese producers who are American bom, and they do not produce- 
when they are talking about 270 million pounds, they are not even 
talking of types that are produced in Italy or produced to such an 
extent that it is very minimum. And the variety 1 am speaking of 
primarily is Mozarella, Yes, I grant you it is going to be difficult — I 
mean we are producing^ — it is a technical problem. Kit within a matter 
of 2 or 3 years this particular variety does not even have to come from 
Italy, Mozarella can come in from Canada, from New Zealand, from 
Australia, Western Europe. They have a tremendous amount of dairy 
products; they are flooded with it. And if thev knew how to make it— 
and it will not take them long, because these iTuropeans, they have been 
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trading for the last 2,000 years, and we have been only in the United 
States 200 years. We have got a long way to catch up with these fel- 
lows. And i admire them. 1 wish we could be as shrewd traders as 
they, 

I am concerned. 

It is wonderful to throw up a figure of 270 million pounds of Italian 
cheese produced in the United States, But we are concerned because 
there are Italian varieties that we have to compete with from foreign 
countries, such as Areentina — not so much from Italy in the Pecorino, 
which is made out of sheep's milk — we have no fear or qualms about 
that. But 

The Chairman. Where does that come from ? 

Mr. Fmoo. It is made out of sheep's milk, in the Po Valley. It is a 
hard grating cheese. We could make it very easily. But we do not 
have the sheep in this country to produce that particular tyi>e of cheese. 
It is OS simple aa that. 

And we think that— but we do have the hard type cheeses that com- 
pete and are similar, and especially the types that come in from 
Argentina. 

fappeared before the Tariff Commission the day before yesterday 
and we made our cause there. But we made it under section 22. And 
believe me 

The Chairman. Now you are appearing in support of 612. 

Mr. Frigo. Yes. 

The Chairman. Which do you prefer, section 22 action or 612? 

Mr. Frigo. 612, by far. You will never get any action done under 
section 22. You have to light a fire under those fellows before they 
move out. Believe me, Senator. Because then what would happen? 
After the Tariff Commission finishes with the work, then you can 
bring it up to the President, and the President can say, "Well, fel- 
lows, let's call it all off," and the deal is off. That is what it amounts to. 

The Chairman. Why do you think the President would take that 
position ? 

Mr. Frigo. I have no idea, honestly — I have no idea. 

Senator Hoixand. You understand he has to approve this bill if 
we pass it just the same. If he is against this program, he can torpedo 
it on one way j ust the same as another. 

Mr. Frigo. I am lost. I do not know what to say. 

Senator Holland. The point I am making is that he has the last 
say in either casa 

Mr. Spallas. Mr. Chairman, I would like to discuss this briefly 
with you. I think it is of paramount importance that we discuss this 
matter of pecorino types. 

Mr. Frigo. I appeared before the Tariff Commission. And believe 
me. Senator — you are talking about these evasions: We has established 
under the quotas — fine, we can live with the quota system. But now 
all of a sudden we have grated Italian cheese coming into the United 
States from Argentina, and presently about 600,000 pounds, which is 
not very much— it is just peanuts. Just like the 1 ton that came over 
from Ireland, and the million poimds from Austria. 

Yoii start adding all these varieties and types up. The amount does 
not amount to verj' much per country. But we are caught. 
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Now the grated clieese Uiat they are producing in Argentina does 
not come under the quota. And I am not so concerned about Argentina, 
because they are rather limited in their production. 

We will import into this country, either from New Zealand, from 
Australia, from Denmark, from Holland, from Finland, from Poland, 
Italian grated cheese, because the guidebook says that grated pannesan 
or grated Italian or grated romano is not under the quota. 

And I will guarantee you we are going to have another fiasco, just 
like the colby fiasco we had here in the last year — in the form of the 
Italian variety. And this is why I am here before you today, Senator. 

Now, I would like to make my statement. 

As I say, the Italian cheese industry is not limited just to our own 
little coropanies that are located in Wisconsin and Michigan, but our 
industry is expanded into Iowa, Illinois, Indiana, the States of Wash- 
ington, New York, Vermont, Michigan, Louisiana, Colorado, Penn- 
sylvania, Kentucky, South Dakota, California, Missouri, and maybe a 
lot more that I do not know of. 

We are independent operators. We are proud of our profession. And 
we think we have a place in this dairy economy. 

We produce 270 million pounds of cheese a year; and incidentally 
the refurns to the American dairy farmer by the cheese producer is 
higher than any other manufactured dairy industry in the United 
States. And I think — I do not have the records here, but I am sure that 
the Department of Agriculture can furnish you with those figures. 

Senator Holland. You mean it is higher per pound or higher in the 
total? 

Mr. Frioo. We pay the producers higher per hundredweight. 

Senator Holland. For what goes into your brand of cheese than he 
gets paid 

Mr. Frigo, Say for instance than for any other variety. 

Senator Holland. For condensed milk or 

Mr. Frigo. No, talking cheese. 

Senator Holland. Now, if you have a written statement, we can 
put it in. We will let the statement go in. If you have anything you 
want to say to point it up, you are welcome to. But I do not see any 
use in your reading it. That will be in the record. 

(The prepared statement of Mr. Frigo is as follows ;) 

This statement la made jointly In beball of Frigo Cheese Corp. and Tolibia 
Cheese. Inc., of Fond du Lac, Wisconsin, 

With me in joint appearance is Mr. Nicholas P. SpallaR, legislative representa- 
tive for Tolibia Cheese, Inc., and former consultant to the House Committee on 
Impact of Imports on the American Employment. 

Both Tolil)ia Cheese, Inc., and Frigo Cheese Corp. are members of the National 
Cheese Institute, American Producers of Italian Typo Cheese Association, Wis- 
consin Cheesemaliers AssociHtion and the American Bine Cheese Association. 

iir. Chairman, we should lilie to commend this committee In the manner which 
these hearings ate being conducted, its alertness to a grave situation regarding 
the dairy industry of the United States, and for the committee's genuine con- 
cern in this problem. 

During the course of this week we have appeared before the Tariff Commis- 
sion in response to the President's request to the Tariff Commission that the 
Commission conduct hearings under sec. 22 at the Agricultural Adjustment Act 

Mr. Chairman, t^is hearing was concluded yesterday. It was our pleasure to 
hear testimony by the Secretary of Agriculture. In his testimony tlie Secretary 
urged the Tariff Commission to recommend In its report to the President "tboae 
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measures which will close loop-holes to transparent evasions of onr dalr; import 
quotas. Prompt remedial action is critically needed." 

This is a most welcome and tlmel; statement by the Secretary, a statement 
that should reflect itself In appropriate legislative action. 

Mr. Cbalnuan, there have been many witnesses In appearance before this coiS' 
mittee. You have heard teatimony relative to the needs of S-612 In our Import 
policy program. You have also heard testimony from the opposition. 

We are primarily concerned, oC course, with tlie portion of testimony regarding 
Italian tjpe cheeses. 

It is apparent that Sec. 22 Is not enough in meeting the problems resulting from 
quota evasions of dairy products entering the United States. 

We are in full agreement with the Secretary of Agriculture that "prompt 
remedial action is necessary." How prompt this relief will be, can only be an- 
swered by the President. 

We rightfully take this opportunity to remind the committee that the final 
determination of the TarlfF Commission findings and recommendations rests 
with the President. 

With due respect to the President, we know from past eJcperienees that Uie 
President may or may not act upon tiic recommendations of the Tariff Conuuia- 
sion. When this situation occurs — the following reactions ttike place as a result: 

1. Instability of domestic prices and production planning. 

2. Reluctance of buyers of both domestic and Import cheeses on a ateady 
basis, to commit themseives. 

3. Weakening of milk prices with resultant injury to farm iucome. 

4. Slaughter of dairy cattle thereby further depressing beef cattle prices. 

5. Bratic commodity credit corporation programs. 

6. Confusion in the planning programs of dairy exporting nations. 

7. General economic distress in key dairy Stat«a. 
S. Rapid destruction of the family type farm. 

Surely the members of this committee, their fellow Members in the Senate 
and the House are aware that this situation Is comparable to that of "falllnK 
dominoes". 

This situation has occurred for several years past and we are finally getting 
somt'where today in correcting this problem through legislation. 

The necessity for this legislation was brought about by those nations that are 
currenOy guilty of import quota evasions. 

They are ftiily aware of the fact that they have abused a privilege which the 
American people have extended to them. 

We trust that the indictment Is just and long ovei'due. We want to emphasize 
to these nations that the welfare of the American dairy farmer is as important 
to ns — as their dairy programs are to them, 

Tliere can be no doubt in anyone's mind, after hearing and reviewing recent 
testimony that the dairy exporting nations involved have openly, and definitely, 
abused our dairy import program. 

Can any Member of the Senate or the House Imafrine a foreign government 
conducting an import prc^ram with such foolish abandon of controls? 

Yet this is precisely what has been happening. 

Mr. Chairman, we have for the sake of brevity eliminated statistical figures 
as these are available to the committee from the testimony of previous witnesses. 

No doubt you have heard the old worn-out slogans, such as "this is such a 
smalt matter", "three-tenths of 1%. only n mlnlscule compared to domestic pro- 
duction", "Historic market belonging to importers," "Our balance of trade," and 
"We purchased from the United States last year" — and so forth. 

Yet the fact does remain that of primary concern here ts the Impact such 
imports create In our price support program. 

In 19fll, Robert G. Ijewis, of the Agriculture Department, testified that : "One- 
pound of Imported cbeeae can materially interfere with the price support pro- 
gram." 

That the cost of imported cheese is appreciably lower at given times, there 
can be no doubt. 

In itm. onr late President John F, Kennedy stated, as a United States Senator, 
before a group of textile manufacturers : 

"Often you will find that while the import item may represent only 1% of a 
given commodity In proportion to domestic production. The fact Is that this 1% 
quoted at lower prices can seriously disrupt an entire industry." 
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To further illustrate the need for legislation we quote from the testlm(»i; of 
a witnesg appearing before the Honae Committee on Imports : 

"More than 100 million pounds of sugar- — butter fat mix commonlj' called 
Junex, entered the United States last year as these countries cleverlf found loop- 
boles in the existing tariff regulations. 

"If, In fact these mixtures contain Cuban sngar or Slastem European butter 
fat then the mlzea are coming Into the United States lllegallj'. 

"Present law forbids the Importation of any product from Cuba and severely 
limits those imports from Eastero Europe. It la sigulflcant to note than about 3fl 
million pounds of this mixture entered the United States from Canada alone. 
And Canada does import substantial amounts of sugar from Cuba — thus raising 
the question whether this Cuban sugar is not used by Canadian processors to 
make ice cream mix." 

We have been subjected to cliarges of "crocodile tears, and half-truths" by 
the counsel of the importer's association. 

Mr, Chiiirman. we do not consider it proper or ethical to become involved In 
name calling games with the opposition, certainly not at the expense or time of 
Ibe United Stat«« Senate. 

We will largely ignore these futile, hysteric syndromes of panic and trtut the 
Senate will do likewise. 

In continuing with our testimony we note that of all the major dairy producing 
nations in the world, the United States has for several years donated surplus 
dairy products to the needy human beings of the world in <Ure need of nouridi- 
raent. Dairy products have been provided through Public Law 480 and oidright 
donations consistent with our foreign aid program. 

The United States stands virtually alone in this respect. Most of the other dairy 
nations exiwrt for profit, especially in the higher priced U.S. market. 

It would certainly help the cause of world hunger if our friends abroad would 
share in this burden and thereby find a good outlet for their dairy products 
surpluses. It is apparent that the United States cannot support the surplus dairy 
|irol>lem for the world — at least not on the basis of recent experiences. 

We are of the opinion tliat we wonld be wrong in encouraging the major dairy 
nations to build up their dairy herds ou the premise that the United States wlU 
he willing to absorb any surplus resulting from herd build-up. 

Or that our erratic surplus management program can harbour in future years 
unlimited es-quota dairy products. 

This would be tragic in that we would find ourselves in the paradoxical dtua- 
tion of the American dairy farmer directly subsidizing foreign dairy farmers 
through the Federal tax program. 

Bear In mind all of the major dairy-producing countries of the world have 
stable economics. 

There is no need to assume that the amount of cheese ^rported to the United 
States is an essential factor in their healthy economics. 

We draw the attention of the committee that ail of the major farm organiza- 
tions In the United States are in concert with our view that we can no longer 
endure the chaotic condition that evasions of our import quotas are creating to 
our price support program. 

The time is at hand for the Senate and House to assert the will of the people 
through legislative action. 

Senator Holiand. Anything else you would like to say to point up 
yoiirst.Ttemert ? 

Mr. Fiaoo. I would like to say this : We are very concerned, as we 
have already seen on these specialty cheeses^and they call it "spe- 
cialty" Iterause pecorino we hnve no quarrel with — heaven forbid. But 
any variety that is made from cow's milk, Jet us be sure that it goes 
under some kind of a quota or some kind of a legislation. 

Senator Holland. But you are not planning to put out any prohi- 
bition against thegoodsheepof the Valley of the Po. 

Mr. Fkioo. No. God forbid. They liave so little of it. 

Senator Holl-^nd. All right. Thank you, sir. 
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STATKMENT OF NICHOLAS F. SPAT.T.AS, LEGISLATIVE BEFEESENT- 
ATIVE, TOLIBIA CHEESE, TOHS BU LAC, WIS. 

Mr. Spaixas. This may be what appears to be in an amusing Tein, 
but I beg to differ with my company witness in respect of pecorino 
cheese, 

My primaiT concern relates to the subject of pecorino cheese, or 
cheese made from sheep's milk, in this respect. And I cite from a very 
recent experience that occurred with rt^rd to this product; 1963, 
pecorino cheese was entering the United States at prices substantially 
below American-produced romano or cheeses similar to this cheese 
which we will call for the record in further reference as hard grating 
type cheeses. 

As these floods of pecorino cheese began to invade the American 
domestic market, domestic producers began to be very concerned due to 
a backup of sales of the hard grating type cheeses. Prices dropped to 
as low as 46 cents per pound, from a normal $1.43. We had brought 
this to the attention of the Department of Agriculture officials, and 
also to the White House, Mr. Chairman, at a high level of our Gov- 
ernment. A conference was arranged for myself with the Italian 
Embassy. At the Italian Embassy we were able to relate our position 
clearly to the Italian commercial attache, who in turn did respond by 
cabling Eome with the situation at hand, and the cheese that was 
coming in at that time primarily was exported from the island of 
Sardinia. 

At 5 p.m. that same day a cablegram was returned from Home, 
from the Italian Government, stating that the Italian Government 
was aware of the situation, the depressing effect that grating cheese 
made from sheep's milk did have on the American market, and as a 
result they had purchased the entire production in a direct government 
purchase program and had taken it off the export program and assured 
us that this would be held in Italian Government warehouses pending 
the return, normal return, I should like to add, to the domestic prices 
in the American market. 

Thi.i^ action by the Italian Government alleviated the situation im- 
mediately, and we began to notice an incline in the prices of sheep's 
milk cheese. 

Now, we certainly were appreciative of the cooperation that the 
Italian Government extended to us. And the point that I wish to 
make here, Mr. Chairman, is that during heavy years of surplus 
production in these European nations, there is the possibility, very 
real possibility, of these products getting completely out of hand, 
depressing the American prices to the extent that they are replacing 
cheese made in the United States by cow's milk cheese. 

Now, when this happens, we have this cheese that is suddenly 
depressed and taken out of hard grating cheeses, that might con- 
ceivably find its way into CCC purchases, thereby materially inter- 
fering with the price support program. 

So we have here a perfect example that sheep's milk cheeses do in 
fact affect our price support program, and should be considered very 
seriously in any legislation regarding foreign specialty cheeses, espe- 
cially of the hard grating varieties. 

Senator Holland. You think this bill affects sheep's milk cheesej 
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Mr. Spallas. This, Mr. Chairman, I would like to state in regard to 
S. 612 — the bill is in its infancy before the conunittee — although we 
have been working on legislation for many, many years, and we cer- 
tainly are happy to see legislation proceed along these channels. 
But we do not know at the time what amendments are going to be 
made to this bill after it leaves committee, whether the language is 
going to be more clarified. 

We do not see anything in this bill pertaining to sheep's milk,, 
because at the present time there is no quota on t£e product. And I 
think this has been an oversight possibly by the author of the bill, 
with due respect to the chairman and Senator Proxmire, and the other 
cospon soring Senators, 

But I do f e«l 

Senator Holland. In other words, you do not See anything in the 
bill now that affects pecorino cheese ? 

Mr. Sfallas. I do not, Senator. 

Therefore, I for one feel that this pecorino situation should fall 
within the classification of onr import quota laws, due to the fact that 
it has proven it can interfere with the price support program, 
Mr. Chairman. 

Now, we have heard counsel from the opposition come before the 
committeBj and wej in our American way of life, we welcome open 
participation and discussion, Mr. Chairman. 

But I would like to go back for a moment and cite an incident which 
happened in the Senator's own State of Florida, which I was very 
happy to be down in Florida as a guest, but i-erj- unhappy at what we 
had found in Miami. 

For example, we had called on a very prominent distributor of 
Italian hard-type grating cheeses in the Miami area, and 3 days 
prior to my appearance to contract this man— we work out these 
things on an annual contract because our production of these cheeses 
is limited to winter months — he had refused, the first time in many, 
many years, to enter into an annual contract for this winter produc- 
tion with us, due to the fact that 3 days before my arrival a very 
prominent New York importer had been to his establishment and 
had sold him Pecorino and Komano below the prices of domestic 
Komano. Whether it amounted to 150 cases or a boatload, Mr. Chair- 
man, this we have no way of knowing. However, the quotes were 
made — I witnessed this in the gentleman's own handwriting. 

And as a result, this customer was reluctant to enter into an agree- 
ment with the domestic producer. And as a direct result the following 
day the entire market tor Pecorino — for domestic Romano was de- 

Sressed severely in the Miami area, with the result that all stocks of 
omestic Romano and hard grating cheeses began to pile up in the 
warehouses, there was no available outlet, and the price then of the 
domestic Romano began to drop. 

Now, this happened only from one quotation, Mr. Chairman. But the 
entire Miami area became depressed as far as the domestic producers 
are concerned on tliis type of cheese. 
Senator Hou,and. This importer must have been a good salesman. 
Mr. Spallas. I think when you can sell a product for 25 cents 
below the cost of the domestic producers, it does not take much of 
a salesman. 
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Seuivtor Hoi,L.ViVD. That is what bfought tlie sitiiarmii about, was 
it? 

Mr. SPALi.Ae. Absolutely, Mr. Chainnaii. 

Senator IIoij,and. All right. 

Mr. Spallas. I would like to further stale for the iword. Mr. Chair- 
man, that the importei-s that have api>eared liere today, wirh due 
respect to them, they are all verj' fine gentlemen, but I would like to 
clarify the record in this respect. 

To the best of my knowledge and ability there is not a single im- 
porter of major consequence in the continental United States that 
does not handle both domestic and imported items. In other words, 
assuming that you have a foreign situation that may be contrary to 
normal production in a foi-eign conntiy, their nationalization, open 
revolt or i-elMjllion, and tliese nations were not able to at that time 
temporarily or permanently export to the United States cheeses of 
this type, thewe imi)orters are not going to go out of business. They 
are going to continue to expand their domestic trade and business. 
And 1 would like to point out to the chairman that during World 
War II, when there was no imported cheeses arriving into the con- 
tinental limits of the United States at any time, during a 4- to ■'5-year 
period in the case of Italy, and possibly in 1948 and 1949 bi the case 
of France, that every one, with very small exception, of the original 
importers that were engaged solely at that time in the sale and nan- 
dling of imported cheese were able to stay in business because the 
domestic producers of the United States made sure they had product 
to sell. 

So we see now that the economics are a little bit different, when we 
look at the true facts, the history, the direct relation to the imiM>rters 
and the domestic industry. 

Now, Mr. Chairman, you made a reference earlier, and I would like 
to enlighten the committee in this respect, and I am referring to blue 
cheese. It just so happens that Tolibia Cfheese Manufacturing Corp. 
is one of the principal prothtcei's of blue cheese and blue mold cheese 
in the United States. It was my privilege to attend the taritT hearings 
in 1961 with regard to blue mold che«se and Cheddar types. 

Mr, Chairman, you had referred to the chart showing the fact that 
blue cheese imports had remained relatively stable, or gained only 
slightly. I would like to. for the sake of the record, and to enlighten 
the Chair — percentagewise, in tlie case of blue mold cheeses, we have 
always allowed, as a privilege to these exporting nations, at least 20 
to 25 percent of the total U.S. production of blue mold cheeses. This 
in itself is remarkable when we consider that all other cheeses in the 
United States— Cheddar, your Italian varieties, and all the ofher 
types — do not share such a great proportion in direct percentage to 
domestic production on the basis of the allocations of the imports of 
lhe.se cheeses. 

This is a very, very substantial amount, when we consider that do- 
mestic production of olue mold cheese has grown only slightly in com- 
parison to the other varieties. 

Now, Mr. Chaimian, we have heard at the Tariff Commission — and 
I fee] this should be part of the record — many governments appear 
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aiid submit testmiony through their respective i-epresentatives. And 
without fail, the old question of reciprocal trade agreements and reci- 

?rocity of hard goods, and tlie interrelation between these and our 
oreign exports should be under consideration. 

We fail to realize, Mr. Chairman, that we have pursued tliese hear- 
ings openmindedly, and shortly after 1961 we were extremely inter- 
ested at Tolibia cheese in exporting our products abroad in concert 
with a progi'ain of the Department of Agriculture, And we have testi- 
mony in our files that almost 100 percent we were i-efused by all these 
exporting nations any of our products due to the fact that they told 
us right out that they were not going to CMisider this under any cir- 
cumstance due to th.e fact that tney nad their own domestic produc- 
tion to consider. 

iHow, we have lieard that ti'ade should be a two-way street, and we 
have all these escape clauses and agreements and so on. But I would 
like to, without reiterating on this point at any length — we are cogni- 
zant of the pi-oblems arising out of our State Department commit- 
ments. But we do feel in these hearings the chief concern of the com- 
mittee, of the members of the Senate Agriculture Ccsnmitteo and the 
House, should be centered primarily upon the ability of the Wisla- 
tive units of the Government to set aside a program that will still 
consider the traditional exports by these nations and continue to see 
to it that the price supixirt program is not interfered with. 

Senator Holl-vnb, Well, thank you, sir. 

We are glad to see you both. 

I notice Senator Kelson speaks highly of both of you gentlemMi. 
We are glad to arrange for you to be heard. Sorry you had to wait 
here so long. 

We have a request from Senator Morse for the insertion in the record 
of certain letters. 

(The letters referred to follow:) 

Daytow, Obbg., April 5, 1967. 

Dbaji Senatob Morse: We are writing In behalf ot the Oregon dairy farmer. 

We are very much concerned about the large Imports of dairy products. It 
takea a lot of work and worries to keep tilings going. And we could really eyiu- 
pathize with the members of the M.F.O. 

In '66 we had a much needed Increase In milk price, which was a big help. 
with cost still climbing. For example, the other day we had a tractor repaired, 
which took about 4 hoars. Cost: Parts. $3.50; Labor. $49.47. 

With lower prices for our dairy products, who will be able to stay in dairy 
business? 

Please use every effort within the power of your office to prevail to Mr. Free- 
man, the fldmiulstratlon, or whoever it may concern to correct the Import prob- 
lem as soon as possible. 
Sincerely, 

Mr. and Mrs. Tbd 2ti.stb4. 

RiCKBBALL. ObKO. 

Senator Wayne Morse, 

r.8. Senate. 

Washington, D.C. 
Dear Sib : Why can't there l>e eometblng done for the Oregon dairyman. If you 
Would stop this Imported milk it would help the dairytQan. Let the other States 

take cure of themselves. . - 

Holms Bktb, 
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AuaooA, Oreg., April IS, 1907. 
Senator Watke Mobbe, 
United Btate» Senate, 
Washington, D.C. 

Deab SeNATOft Mobsk: Oar Jersey Club at their April meeting voted to (bank 
you for loohlnii: out for the dairy Industry by introducing SB 612. 

Oregon clairy producers dropped 8% last year, yours truly being one of them, 
due to the Inability to pay sufficient wages to aecure reliable help for a mUkimr 
herd of 120 head. 
Thank you for supporting the dairy Industry. 
Yours truly, 

Vebia Mabs, 
Secretarp, Clackamag County, Jersey Cattle Club. 

Amity, Okbo., April 7, 19fi7. 
Hon. WAyNE Mokse, 
United. States Senate, 
Washington, D.C. 

Deab Senatob Mobse: I am writing on behalf of the Oregon milk producersi 
For the flrst time in ten years, beginning in 1966, the dairyman bas enjoyed a 
fair r^iim on his labor. 

The increase and use of foreign imports la about to destroy this gain as well 
as to severely Jeopardise the dairy business as an important Industry In the State 
of Or^on. I ask that you use every effort within the power of your office to jwe- 
vail upon Mr. Freeman, the administration, or whoever else may be concerned, 
to correct this problem as soon as possible. 
Sincerely, 

Mr. and Mrs. Clattok McCall. 

Rickreall, Oreo.. AprU S, 198t. 
Hon. Wayne Morse. 
U.S. Simate, 
Washington, D.C. 

Dear Senator Mobsb : I am writing on behalf of the Orf^on Milk Producers. 
For the flrst time in tpn years, bcKlninE In 1966 the dairyman has enjoyed a 
fair return on his labor. 

The increase and use of foreign Imports is about to destroy this gain as well 
as to seriously jeopardize the dairy businesB as an Important Industry in the 
State of Oregon, I ask that you use every effort within the powers of your 
office to prevail on Mr. Frepman, the AdminlHtration, or whoever else may be 
concerned, to corred this problem as soon as possible. 
Sincerel.v, 

Joe S. Siumonb, 
Executive Secretary, Oregon MUk Producers. 

CoBVALLTS, Oreq., April 10, 1967. 
Hon. Wayne Mohse. 
UM. Senate. 
Washington, D.C. 

Dear Senator Mobbe: Oregon dairy industry adds about $83,000,000 to the 
State's economy. There is an annual cash farm value of dairy products of BOme 
$44,000,000. 

Oregon has a Milk Stabilization Act under which milk Is pooled and priced 
on a blend pricing system wblcb is directly affected by the price of butter, cheese 
and dry milk. 

The large increase in dairy imports lowers the price level on U.S. and Of ^on 
dairy products adding to the problems of an already declining dairy Industzy, 
Oregon now has 122,000 dairy cows as compared to a high of 233,000 in 19BS. 

We ask that you give all possible support for speedy action on the "Dainf 
Import Act of 1967." 



dbyGooglc 



DAIRY IMPOHT ACT OF 1067 203 

DBtA concerDing this Act U ably presented in tlie interest of all dairymen 
by the National Mim Producera FederaUon, 30 P. Street, N,W„ Washington, D.C. 
Sincerely, 

DaI£ Soeelleb, 
Pretident, Oregon Dairymen'e Attooiation. 

Tillamook, Oreo.. April 10, 1967. 
Senator Wavnb Moaac, 
Senate OffUie Building, 
Wathington, D.C. 

D&AK Senatoe Morse; Thank yon yery much for yowr letter of April 3rd, fol- 
lowing up on the import situation on dairy products. 

The letter you enclosed from Raymond A. loanea is a long diecussion of the 
situation but does not propose anything helpful. Recent annonucenieacs indicate 
that Secretary of Agriculture Freeman is urging control of Import* of dairy 
products. Prom what we understand, tlie power is in the bands of tbe Frwident, 
not iu Congress and It should be transferred to Coagrem in order that it can be 
controlled. 

Mr. loanes gives a long discu^loD of things that happened but the simple fact 
fs ttiaC when dairy products mored out iuto a supply and demand situation and 
prices were approaching parity, all restrictions on imports were removed and 
Imports increased by 300% in 1966 over 19K. This was a disaster for the dairy 
farmers and tliey are now back to price support figures. 

It seems tltat many governm^it employees feel ttm.t an increase in price 
supports is all tbat Is necessary to take care of Che dairymen. The fact is that 
dairymen have l)een producing for less than parity for nearly fifteen years and 
they should have some periods of time wtieu they go above parity. It seems that 
the government employees would like to limit the dairy farmers to continual 
below parity Income. 

We certainly appreciate your leudiag your ^gnature to the import restrictioD 
bill and we hope you will be successful in getting this power back in Congreaa 
anil that importa of dairy products can be restricted. If they cannot be restricted, 
it will mean that the government will be buying world snrplnaes ttirough imports 
and all the efforts of the dairy farmer to advertise their products will slmi4; 
be lost. The American market will go to lower priced foreign dairy producta 
Yours very truly, 

H. S. Dixon, 
General Slanager, Tillamook Countt/ Creamery A»gociation. 

Valz, Obeg., Aprii 29, 19ffT. 
Hon. Wayke Moewis. 
VniU'd States Senate, 
Washington, D.C. 

Deab Sia : I am a dairy fanner in the vicinity of Vale, Oregcm and am putting 
in a complaint about the price we get for out milk. As you probably beard there 
is several farmers going out of business every day in the states because they 
cannot make enough to make ends meet. I will very likely be one In the near 
future if we do not get some relief to differentiate the price of hay and grain to 
the price of milk. We get a raise in milk, our test Roes down, we get a cut in price, 
our test comes up and the price is so close it Is skin tight. 

I understand there has been large quantities of products shipped In to hold the 
price down. I predict that if something isn't done pretty soon there wilt be no 
dairies in the states shortly. 
Yours truly, 

Neal E. Abubtbohg. 

Senator Holland. We have a request from Senator Gaylord Nelson 
for the insertion of his statement 
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(The statement referi-ed to follows :) 



Statement of Hon. Gaylord Nelson, a U.S. Si:natob Frou the State of 

Deep resentuieut and unrest (-oiit[ime»i to spread across rural America. Our 
farm families are frnstrated and dismayed with farm prices that have been 
steadily declining over the past eiftht months. Overall farm prices fell 1^% 
last month from March to a level 7% below a year ago, due largely to the con- 
tinual decline in milk pricea to the dairy farmer. 

In April, dairy fanners received nine cents less per hundred pounds of milk 
than they did a month ago and 31< less than in January. Farm prices are now 
20% less than they were In 1951. Our farmers are the only group in the country 
who are receiving less for their labor today than they were 15-20 years ago. 

Faced with the prospect of selling their milk at or near a loss, farmers are 
instead selling their dairy cows for beef slaughter and leaving dairying for other 
phases of farming or business, where they can get a better return on their Invest- 
ment of capital and labor. The Wisconsin dairy farmer producing the milk earns 
less than a dollar an hour with a $75,000 Investment while the Chicago milkman 
delivering the milk earns {3.50 an hour with little or no investment. 

tn th^ last 15 years, the number of farms eelllng whole milk nationally has 
dropped from more than a millfon to some 500,000 today. Current reports from 
Wisconsin Indicate that farmers there are leaving dairying at a rate of 84 per 

The number of dairy cows In the United States dropped to a record 13,800,000 
In December, the lowest figure In this century. In my own state of "Wisconsin, 
onr milk cow population has fallen below the two millioa mark for the first time 
since the 1930's. 

These downward trends have also forced national milk production down. Last 
year, production was t>arely 120 billion pounds. 3.2% below the 1965 total and 
more than four percent less than the 1960-64 average. Despite statements to the 
coatrary, mlik production is still lagging behind the monthly averages for 
1961-60, with April production down five percent from the flTe-year average for 
that month. 

There le no question that our domestic dairy prices have been drastically de- 
pressed by the reeord-hlgh foreign imports in 1966 and the present trend already 
this year pointing to even a larger volume in 1967. While dairy imports totaling 
some 900 million pounds of milk equivalent were shipped to the United States In 
1965, the volume shot up to 2.7 billion last year. 

If the current rate of dairy imiwrts continues this year, it is conservative to 
e.stlniate that more than five billion pounds may reach our shores. The January- 
February imports totaled some 800 million pounds, only 100 million less than 
the total imports for the calendar year, 1965. 

The 2.7 billion pounds imported in 1966 were the sam'e as 300,000 additional 
dairy cows producing milk in the United States un 6,000 additional dairy farms. 
However, due to the price-depressing effect of the imports on the domestic dairy 
market, the nation, instead, lost twice that number of dairy cowB and moK than 
seven times that number of dairy farnia last yearalone. 

If dairy imports had not increased last year, income to dairy farmers would 
have been increased by up to $640 per farmer, adding $185 million to gross na- 
tional dairy income. 

While some imported commodities do have quotas restricting their entry Into 
this country, the foreign dairy products that have raised the most havoc with 
domestic dairy prices are those which have no import restrictions. Foreign ci^by 
cheese and buttlerfat-sugar mixtures are recognized as the two main offenders in 
this regard. In previooa years, only 10-14 million pounds of foreign Oolby cbeww 
had been shipped into the United States on an annual basis. However, In 1966, 
more than 46 million pounds were Imported without any quota limitations, more 
than three times the total of any previous year and 12 times the eatabllahed 
quota for Cheddar cheese, the American product which It roplaces in the manu- 
facture of processed cheese. 

The import I'ate for foreign Colby cheese over the first four months in 1967 
indicates that the record total in 1966 will be easily oveirome again this year. 
Thus far, more than 33 mllllou pounds of Colby cheese have been imported, while 
a littli' over 12 million pounds entered the country during the coinparaitive period 
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The same is true tor Junex, tbe most common buttei^t-augar mistiire^ Thia 
foreign product was shipped Into this country in a quantity of more than 1046 
miliioQ pounds in 1!J66. This year, nearly 50 million pounds haTe already been 
imported compered with less than 15 milUoit pounds a year ago. In ail, butterfat 
Imports amounted to about 12% of the net milk and cream used iu frozen desserts 
and Ice cream last year. 

There are additional foreign dairy imports ttaat are of particular concern to 
tlie entire dairy Industry. These include processed Edam and Qouda cbees^ 
which are not under the present import quota for regular Edam and OoodK 
cheese. This processed variety of cheese has been imported In very small quan- 
tities for a nomber of years. However, last year's Imports accounted for 25% 
<rf the total amount of regolar Edam and Gonda. 

Another problem is faced iu the area of Italian-type cheese. Present import 
quotas apply only to Italian cheese In original loaves. Ittiporters have by-passed 
this restriction by simply cutting up loaves Into smaller sizes and shipping It td 
this conntry without any import limitations. 

FinRlly, the import dilemma in the sweetened condensed milk and eraponited 
milk field requires consideration. More than 127 million pounds of sweetened 
condensed milk and 1.7-billfon pounds of evaporated milk were produced In tM 
United States last year. There is no import quota on either variety of fluid 
dairy product. The imports of these products have been steadily Increasing each 
year. Between 1966 and 1866, the combined total of imports of sweetened con- 
densed milk and evaporated milk nearly doutded from 1,800,000 pounds to 
3.276,000 pounds. 

This is an area of dairying that affects more than 50,000 farmers In the 
United States. Action to limit imports from foreign countries should include 
restrictions on these two commodities. 

The Dairy Import Act, which I am pleased to coaponsor, will place pemu- 
nent, firm limitations on these price-depressing imports by restricting the amount 
of foreign dairy products entering the United States to the average amount at 
imports over the i)eriod, 1961-65. Under this legislation, dairy products are 
defined as any article containing five percent or more butterfat, nonfat milk 
solids or a combination of both. 

This bill, S. 612, is the only real answer to completely resolve the presait 
dairy import problem. Favorable Congressional action on this bill will instill a 
new sensie of faith and confidence in our family farmers and will Improve linger- 
ing low farm income by enabling our farmers to regain and retain the domestic 
markets to which they are entitled. I strongly urge favorable committee action 
on this bill. 

Senator Holland. We have a request from Senator Long of Mis- 
souri for the insertion of his statement, 
(The statement referred to follow :) 



Mr. Chairman, I appreciate this oppoitouity to express my support of S. 812, 
the proposed Dairy Import Act of 1967. 

The enactment of this measure wiu help assure adequate prices to dairy 
farmers, and will help assure American consumers of the necessary supply of 
wholesome fluid milk at a reasonable cost. 

The dairy industry and the public need and deserve these guarantees. The 
necessity for legislation has l>een shown over the years throi^h the inability of 
Section 22 of the Agricultural Adjustment Act of 1936 and related laws to pro- 
vide prompt assistance to the industry in time of need. 

During the recent period of rapidly increasing imports, attention has been 
directed at their impact on dairy farmers. It has been severe. I have a large flle 
of letters from constituents, many of whom are being forced to liquidate their 

It is important that consumers also be made aware of the state which they 
have in this legislation. Should it prove impossible to restrict dairy imports, the 
result to the consumer will be greatly increased milk prices. 

Although the process through which this will occur ia indirect and will not 
be immediately felt, it represents a major argument in support of a strong bill, 

I hope that your Subcommittee will be able to take favorable action on 8. 612. 
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Senator Holland. We have a request from Senator Hatfield, of 
Oregon, for the insertion of his statement. 
(The statement referred to follows :) 

Ukited States Skhate, 

May 16. 1967. 
Bon. Spbssabd L. Holland, 
CoiMnittee on Agriculture and Voreitry, 
TJ.8. Senate. 

Dead Senator Holland : The opportunity to review the plight of the datrj 
IndusttT In the United States discloses a very serious imbalanced situation with 
regard to the level of Imported dairy products. 

The need to control the level of these Imports for the maintenance of a stable 
domestic dairy economy is apparent. The level of Imports contemplated under 
S. 612 and the flexibility of contrcd which can be utilized by the Secretary of 
Agriculture In administering the act is consistent with a reasonable trade polli^. 
It is respe<±fully requeste that this letter be made part of the record of the 
hearings on S. 612 as evidence of my support thereof. 
Sincerely, 

Mask O. Batvield, 
VniteA Btates Senator, 
Senator Holland. Tomorrow morning we will meet down in the 
caucus room at 10 o'clock. 

(Whereupon, at 4:45 p.m., the committee recessed, to reconvene at 
10 a.m., Friday, May 19, 1967.) 
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FBIDAT VLAY 19, 1967 

U.S. Senate, 
Subcommittee on Aoricultdral Proddction, 

Marketing and Stabilization op Prices of the 

Committee on Agriculture and Forestry, 

WashingtoTi, D.C. 
The subcommittee met, pursuant to recess, at 10 a.m., in room 318, 
'Old Senate Office Buildings, Senator Spessard L. Holland (chairman 
■of the subcommittee) .presiding. 

Present : Senators Holland, Mondale, Young of North Dakota, and 
Boggs. 

Senator Hoixand. The subcommittee will please come to order, 
We have one witness to be heard this morning after the Secretary. 
But I understand tliat the Secretary is on his way here and maybe we 
can clear that witness before the Secretary gets here. 

The witness is Frank O. Fredericks, president of Roquefort Associa- 
tion, Inc., and Frenex Distributors, Inc., New York, N.Y. You may 
proceed, Mr. Fredericks. We will be glad to hear you now. 

STATEMENT OF FBAITE 0. FBEDEBICES, PEESIBENT, BOatTEFOBT 
ASSOCIATION AND PRENEX DlfflEIBUTOES, NEW TOEK, N.Y. 

Mr. Fredkricks. Mr. Chairman and members of the subcommittee, 
first I want to thank the committee for hearing me this morning in- 
stead of Thursday, 

Roquefort Association, Inc., located at 41 East 42d Street, New 
York City, a New York corporation, represents all of the manufac- 
turers of Roquefort cheese. 

These producers are all located in the Department of Avyron, which 
is a small town in southern France. 

The task of the Roquefort Association, Inc., is to protect the name 
of Roquefort, to protect the consumers and distributors of Roquefort 
cheese and Itoquefort dressing in the United States from both sub- 
stitutions and overcharging of any type. 

Our appearance is also made for the benefit of the Roquefort cheese 
•distributors, the Roquefort dressing manufacturers, and tlie consum- 
ing public in the United States. 

As I have stated, our regular duties, in addition to representing the 
Roquefort manufacturers, are to protect the Roquefort name from 
misuse and to protect the consuming public against substitutions and 
overpricing on Roquefort products. 

Frenex Distributors, Ina, located at 184 Duane Street, New York 
City, is a privately owned service organization which cuts loaves of 
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cheese (mainly imported) into portions or -wedges for customers suoli 
as Kraft and Borden's, Frenex also imports from France traditional 
varieties of soft ripened cheese, such as Port Siilut, Camembertj and 
Brie. 

S. 612 in its pi'eseiit form provides tliat no dairy products shall be 
admitted into the United States for consumption unless authorized 
by the Secretary of Agriculture. 

In its present form it would restrict the importation of all dairy 
products regardless of the milk from which tliey are made and re- 
gardless of the effect on the economy of the U.S. farmer. 

In other words, in one wide stroke, all dairy products would be 
brought under i-egulation, even though many dairy imports have no 
adverse effect on the dairy industry in me United States. 

It would further restrict the total importation of items containing 
butterfat, and so fortli, in any form, to the annual average of totiu 
imports in 1961-65. Thus, as stated, in one wide stroke, all dairy 
products would be brought under regulation, even though many dairy 
imports have no adi'erse effect upon the dairy industry in the United 
States. 

Our countrv still adlieres to the system of free enterprise which 
has made it the richest and most envied Xation in the world. In to- 
day's complex society Congress cannot avoid adopting some elements 
of the managed society to meet specific problems. We believe, however, 
tJiat the Senate has not abandonetl its traditional regard for free 
enterprise, that it sliould not and will not unnecessarily bring further 
sectors of the economy within a system of managed society, especially 
when machinery to establish controls when necessaiy, is already pres- 
ent in existing statutes. In such situations, extension of mandatory 
statutory quotas, controls and bureaucratic complexities, has no real 
objective other than extention of the scope of the managed society 
and reducing the area of free enterprise. 

If regulation, with no aim beyond the end of regulation itself, is 
considered desirable by tlie Senate, this memorandum will serve no 
useful purpose. However, if regulation is still considered as merely 
a reluctant tool to be used when needed, then this memorandum will 
explain why regulation of imports of Roquefort cheese made from 
sheep's milk, and regulation of imports of the traditional soft ripened 
cow's milk cheeses such as Port Salut and Camembert, will serve no 
useful purpose. 

Senator Holland. Are those specialty cheeses now regulated under 
the present section 22 operation ? 

Mr. Fredericks, Ko. sir ; they are not. Neither Roquefort nor the 
soft ripened French cheese. 

Senator Holland, I am sure that the intention of the sponsors is 
not to interfere with the established markets for established specialty 
cheeses. These are specialty cheeses, are they not ? 

Mr. Fredericks, Yes, sir ; that is quite right. 

Senator Hollani>. And are these cheeses manufactured in the United 
States? 

Mr. Fredericks. Roquefort cheese is not manufactured in the 
United States. Roquefort cheese is made only from sheep's milk. There 
is no sheep's milk in the United States commercially used for cheese 
production. Sheep in this country are raised for their meat, raUier 
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tlian for tlieir iiiilk. We do in the United States have the proiiuction 
of cheese called Camembert, Port Salut, which has adopted the French 
name for similar products. They are not identical Tvith the European 
cheeses but substantially similar. 

Senator Holland. Do they sell at the same h^h prices or not ? 

Mr, Fredericks. No; they sell at lower prices. These imported prod- 
ucts are all higher in price than their American counterparts. And 
with Roquefort cheese tnere is no American counterpart. 

Senator Holland. All right, please proceed. 

Mr. Fredericks. To best understand the statistics in connection 
with thispoint, we should first review the tenns of reference used in 
such statistics. Roquefort cheese ia a blue-veined cheese made from 
sheep's milk at Roquefort, Department of Aveyron, a small town in 
southern France. Statistics for Roquefort deal only with that sheep's 
milk cheese from Roquefort, France. No sheep's milk blue-veined 
cheese is commercially manufactured in the United States. 

The term "blue-mold cheese" in statistics and ."tatutes does not in- 
clude Roquefort but applies to the cow's milk blue-veined cheeses 
manufactured in Denmark (Danish blue), England (Stilton), United 
States {blue), and several other areas. Some sheep's milk blue-veined 
cheese is manufactured in Spain, Israel, Tunisia, and so forth, but 
these products have never been regularly imported into the United 
States. When an infrequent import of such product arrives today, it 
is included in the statistics as "blue mold," and as such, is under quota 
pursuant to section 22 of the Agricultural Adi'ustment Act. And in 
those instances they are considered as blue mold and as such the sta- 
tistics for them are under "Blue Mold" cheeses and are under the 
([uota under section 22 at the present time, but these imports are very 
rare, only a few pounds a year. 

As early as 1952, Congress recognized that Roquefort does not 
compete with domestically produced cheeses. On June 28, 1952, in a 
report concerning Defense Production Act Amendments of 1952, the 
House committee of conference stated : 

The foinmittpe of conference desires to ninke It clear that this antborit; 
(to rwrulate imports} is not to be exercised with resiwct to types ol cheeses, 
sui-h as RoqtTefort^whlch because of their United States selling price, are 
clearly not competitive with d<»ncflticallj produced cheeeee. 

There are three basic reasons why Roquefort cannot, either now or 
hereafter, be a problem to the U.S. dairy industry: The difference in 
milk and the limited supply of sheep's milk for cheesemaking, the ex- 
treme difference in price, and the static (actually declining) sales sta- 
tistics for Roquefort cheese, 

A. sheep's milk 

Roquefort is made exclusively from ewe's (female sheep) milk. In 
the United States, sheep are raised for fheir meat rather than the milk 
that they produce. (Young lambs must be slaughtered immediately 
after they are bom if you desire to secure the ewe's milk.) As I said 
I'M'f ore, in the United States, sheep are only raised for their commercial 
value ; that is, for meat and not for milk. There is no commercial 
quantity of sheep's milk produced in the United States and there is 
no sheep's milk blue-veined cheese commercially manufactured sny- 
wliere in the United States. 
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Because the flocks of sheep can be increased only extremely slowly 
without endaUKering the milk supplies, the flocl^ today in France 
and Corsica, the areas where the milk for Roquefort cheeee is pro- 
duced, are no greater than they were 30 years ago. (French law pro- 
hibits the use of sheep's milk from other countries in (Jie prodacdoa 
of Boquefort cheese.) 

The USDA reports that on the average in 1966 each cow in the 
United States gave 8,513 pounds of milk. This would be enou^ to 
produce 850 pounds of blue-mold cheese per cow. Contrast this with 
the average 20 pounds of Roquefort that can be produced per sheep 
per year. 

After the Roquefort needs of the home market in France have been 
met, there is no greater quantity of Roquefort even available for 
export to the entire world today than was exported to the United 
States alone in 1931. 

B, THE PRICE OF ROQUEFORT CHEESE 

Historically, the price of Roquefort cheese has been and continues 
to be, almost tJiree times tlie price of blue cheese manufactured in 
the United States and more tlian twice the price of Danish blue. This 
price differentia! continues to exist today and must exist for the fore- 
seeable future. The female sheep has a milking life of only 4 years 
and gives commercial quantities of milk only 6 months a year. These 
facts, combined with the small amount of milk per sheep, already dis- 
cussed, means that the cost of sheep's milk is, and will continue to bft 
so sul^tantially higher than cow's milk, that the price structure of 
Roquefort cheese must continue to place it in a completely different 
market category from blue cheese. To use a comparison, Koi^uefort is 
equivalent to a Cadillac ; that is, excellent reputation, hi^ price, anall 
sales. Just as the sales of the low-priced Fords and Chevrolets are 
not damaged by the small Cadillac sales, so the small Roquefort salee 
do not interfere with the low-priced blue cheese mass sales. 

At present Roquefort cheese costs the importer $1.42 per pound 
landed in New York, plus additional costs for storage, transportatica 
from the port of entry, et cetera. Compare this with 61 cents to 64 
cents per pound, the present wholesale price for Wisconsin blue cheese. 
Actually, the wholesale price of Wisconsin blue cheese is delivered 
wholesale at the wholesalers whereas the landed cost of the Roquefort 
is the cost to the importer who, in turn, has to deliver it to the whole- 
saler, so that the discrepancy is even more than is shown in those 
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In 1931, 3,145,000 pounds of Roquefort were imported into the 
United States. No blue cheese was domestically manufactured in the 
United States in 1931. 

In 1949, 1,641,000 pounds of Roquefort were imported and 8,141,000 
pounds of blue cheese were manufactured in the United States. (One 
pound of Roquefort for every 5 pounds of blue cheese domestically 
manufactured.) 
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In 1960, 2,094,000 jjounds of Roquefort were imjxirted agninst 
15,169,000 pounds of domestic blue manufactured. (In 1960 (Jib ratio 
had become 1 pound of Roquefort imported for every 7.5 pounds of 
blue cheese domestically manufactured.) 

By 1966, we find 1,821,000 pounds of Roquefort imported against 
22 million pounds of blue cheese domestically manufactured. ( By 1966 
there was only 1 pound of Roquefort imported for every 12 pounds- 
of blue cheese manufactured domestically.) 

Senator Holland. You have not stated what the source of the figure 
is — what is that? 

Mr. Fredericks. The U.S. Department of Agriculture and the De- 
partment of Commerce. In appendix A attached to the statement you 
will find the complete figures from 1931 through 1966 for the importa- 
tion of Roquefort cheese and the manufacture of blue cheese in the 
United States, except for the war years, World War II, and the years 
immediately after when the sheep flocl^ were being rebuilt and there 
was no significant importation of Roquefort cheese. That is in ap- 
pendix A. 

Senator Holland, Thank you. Please proceed, 

Mr. Fredericks, The importation or Roquefort cheese from 1931 
through 1966 has declined by more than one-third, while during the 
same period of time the production of domestic blue cheese, which first 
commenced in 1935, has gone from zero to 22 million pounds. In every 
year since 1962, production and sale of domestic blue cheese has in- 
creased dramatically, while the importation and sale of Roquefort, 
without any governmental restrictions, has declined. 

Blue cheese production in the United States has almost doubled in 
the same period of time and the importation of Roquefort cheese has 
declined about 10 percent, I might add that. 

In 1931, 1 pound out of every 20 pounds of imported cheese was- 
Roquefort. By 1966, only 1 pound out of very 70 pounds of cheese 
imported was Roquefort. 

In 1931, there was 1 pound of Roquefort imported for every 164 
pounds of domestically produced cheeses of all types. By 1966, there 
was only 1 pound of Roquefort imported for every 1,030 pounds of 
domestically produced cheeses of all types. 

The above statistics are the most powerful and persuasive arguments 
showing that controls are not necessary, and wilt serve no useful pur- 
pose, in connection with Roquefort cheese. 

And I repeat, it will serve no useful purpose. 



The largest importers of Roquefort, such as Kraft and Borden's 
have three main outlets for this cheese. They cut the loaves into por- 
tions and distribute the portions; they sell tne cheese in loaf form to 
manufacturers of Roquefort dressing; and they sell the cheese in loaf 
form for restaurant use. 

Sale of the cheese in loaf form gives only a small profit, because 
of competition. However, sale in the form of portions — ^under the 
trademarks of the distributors — brings a substantial profit. Roquefort 
Association Inc. has already had experience with what happens when 
the supply of Roquefort ia restricted. 
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No Roquefort cheese is carried over from year to year by the manu- 
facturers, nor can it be. In both 1963 and 1964, due to weather condi- 
tions, the production of sheep's milk in France declined and supplies 
of Roquefort available to United States importers were slightly re- 
strictea. Although imports of Roquefort in those years declined a small 
amount, the quantity of the cheese cut into portions in the United 
States increased significantly, and the quantity of Roquefort remaining 
available to i-estauruiits in loaf form was severely reduced. 

In percentages tlie importation of Roquefort cheese went down in 
those yeai-s perliups 10 jtercent and the a vailabil ity of Roquefort cheese 
to restaurants declined between 40 and 50 percent, way out of line with 
the decline in the importation of Roquefort cheese. 

In restaurants, Roquefort dressing, because of the high price of 
Roquefort cheese, is generally sold at a premium price. Even in normal 
yeairs we find more than a few restaurants that succumb to the tempta- 
tion of cheating the public by charging their patrons the price for 
Roquefort dressing but substitutmg a di'essing made from the much 
cheaper blue cheese. In those 2 yeai's of i-estricted availability of 
Roquefort, 1963-64, when restaurants could not readily secure Roque- 
fort for the reasons mentioned above, the instances of defrauding the 
U.S .-consuming public on the restaurant le^'el increased dramatically. 

In summary, therefore, it is clear that regulating the importation of 
Roquefwt, even though it does not materially i-educe the quantity 
available, will lead to uiversion of Roquefort into high profit areas and 
a marked reduction in its availability to i-estaurants throughout the 
United States, thus resulting in ever-increasing frauds against tlie 
COTisuming public. I do not intend to infer that the majority of restaur- 
ants in the United States engage in the above practice, they do not; 
however, the minority that does so engage is significant. Presumably, 
the same type of situation exists at the restaurant level in substitution 
of margarine for butter. In both mstances the substitution is illegal 
but difficult to uncover. 

STTHH.UtIZIMO THE SITUATION WVIH REFEBENCI-: Til ROQUKFORT CHEESE 

Roquefort cheese is an extremely high-priced cheese compai'ed to its 
cow's milk counterparts. Without any controls the importation of 
Roquefort iuto the United Statas has declined over the past 35 years 
although consumption of all cheeses in the United States, on both aa 
absolute and a per capita basis, has incieased tremendously. Roc|u&fort 
does not conijiete with domestic blue cheese. Regulations limiting 
impoi-ting of Roquefort cheese, even though they do not reduce thS 
available supply, will result in an increase of frauds against the con- 
suming public. 

It is therefore respectfully suggested that S. 612 eliminate from 
its coverage either Roquefort cheese specifically, or perhaps more 
logically restrict its coverage to those dairy products manufactured 
from cow's milk, thereby eliminating sheep's milk, goat's milk, mare's 
milk, and other exotic fluids from which some foreign cheeses are made, 
but which have no cominerciat counterpart manufactured in the U.S, 
cheeses made from these milks do not materially affect the milk in- 
dustry in the Ignited States. 

Before proceeding at this point, I would like to call attention to the 
fact that in the 1fl66 statistic-j for thp iniportjitinn of Roquefort cheoso, 
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released by the U.S. Department of Agriculture and the Department 
of Commerce there is an error. Certain ^oall quantities are shown as 
coming from countries other than France. This was a mistake in ohq- 
piling these statistics. 

I Imve here a copy of a letter from the U,S. Department of Com- 
merce, dated April 14, 1967, in which they acknowledge this error. 
And that tiie only importations in 1966 of Efoquefort cheese were frcmi 
Prance. I would like to have this in the record, because of the statistjca 
that the commibtee may see for 1966 from the Department of Com- 
juerce which contains that error. 

Senator Hoixand. Maybe they did not recognize that Corsica was 
a part of France. The letter will be made a part of the record. 
(The letter referred to follows:) 

U.S. Depabtu&nt or Commbsob, 

BUBEATT or TUB Oeksus. 
WaaMngton. D.O., April Si. 1961. 
Hr. Frank O. Fbedebicks, 
PreHdent, Roquefort Attoekition, Ittc., 
New York, N.Y. 

Deab Mr. Fbedebicks : This Is In reference to four letter ot April 6 addressed 
to tbe United States Departm^it of Commerce Reports, StatlsUcal Service, con- 
ceralns the 1960 imports of "Roquefort Cheese." Schedule A number 024,0000 
from Italy and "Other Oonntilea." 

An iiiTestigatl<m of the Import entries favolved reveals that the 36,000 Iba 
T&lued at $14,000 reported for "Otlier Coontrles" ehonld have included In the 
totals reported fM- Brazil under TSUSA number 107.5000, "Beef In atrHirtit 
containers." The 3,468 poimds. rained at $2,080 (diown for Italy should baye l>eea 
includPd under TSUSA number 117.8B00. "Cbeeees made from slieep's milk In 
original loaves and suitable lor grating." 

We appreciate your interest In the accuracy of the Import statiatlcs. If we can 
be of further service to you In the future, pleaae let ue know. 
Sincerely yours. 

JOBBFE H. FRBfUlAK. 

Atsiglant Chief, Foreign Trade Divi»ton, Bureau of the Oensva. 

Senator Houjand, You did not mention the device which was used 
before, which has protected Roquefort cheese, that is, the insertion 
in the report of clear wording indicating that such a specialty item 
with a specialty market at a hi^ price exists and that the report 
should include Roquefort by name. 

Mr. Fredericks. Such a report would certainly serve the purpose 
if the law was being passed in such form as to permit tlie Department 
of Agriculture to act upon that and not include Roqnefort. The law 
in its present form would give no power to anyone to exclude Roque- 
fort or any other cheese, because the law is all-inclusive — it does not 
specify any particular milk. 

Senator Holland. Yes. But yet on pages 3 and 4 of your statement 
you include remarks indicating that in 1952 the House conference 
report stated that the conference action was such as to exclude 
Roquefort. 

Mr, Fredericks. Yes, sir. 

Senator Hollano. Therefore, Roquefort has been excluded. I am 
just calling attention to the fact that you did not include in your 
discussion anything as to how Roquefort would be excluded by that 
device which has b^n satisfactorily used before. 

Mr. FRi'a>ERiCKS. Well. I presume that would be satisfactory. My 
understanding of the bill as it is now and as it now stands is that it 
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was intended to be all-inclusive and not to have any exclusion. If there< 
is a modification in the bill that would permit the report to state 
that, of course that would serve the same purpose. 

Senator Holland. The bill itself might not specifically mentioiL 
Roquefort at all, but it might mention specialty cheeses of foreign 
manufacture for which there is additional market at a high price, and 
that the report might mention Roquefort and other cheeses in that 
classification of which we have heard some already. I am just sug- 
gesting that you did not mention that possibility which seems to me- 
to be rust as effective as the thing that you mentioned. 

Mr. Fredericks. Certainly. I agree 100 percent. It is just as effective. 

Senator Holland. You may proceed. 

Mr. Fredericks. On the otlier aspect of it, to proceed : 



Port Salut, Camembcrt, and Brie and soft ripened cheeses origi- 
nally manufactured only in France. These cheeses, by their nature, 
cannot b^ ^ored for lengthy periods of time, and there is no danger 
that unsold supplies will be "dumped" on the U.S. market either now 
or in the future. These soft ripened cheeses from France have tradi- 
tionally been imported into the United States for generations. The- 
(Quantity of such imports, even today, remains too insignificant to be 
listed as separate items in import statistics maintained hj the Depart^ 
ment of Agriculture and the Department of Commerce. 

Until the 1930's, these French soft ripened cheeses were not manu- 
factured in the United States, Today, the same varieties are mannf&Cr 
tured in Wisconsin and other areas, where they have even adopted the- 
French name for the products. Domestic manufacture of Port-Salut, 
Camembert, and Brie is today far greater than imports of the tradi- 
tionally French cheeses bearing the same name and the disparity be- 
tween domestic and imported quantities is growing. 

Imports of these traditional soft ripened cheeses from France are- 
such minute quantities when compared to cheese imports in general and" 
especially when compared to total domestic cheese production, as to 
be completely insignificant. We have therefore on one side of the bal- 
ance sheet a definite harm that would be created if these traditional 
items were brought under restrictionj whereas no benefit will be de- 
rived from the extra burden of extension of the manag;ed economy. 

OENBRAL COMMBNTe WITH RETBRENCZ; TO 8. 612 

We leave to others the argument as to whether or not S. 612 is needed 
in view of the existing section 22 of the Agricultural Adjustment AJct. 
However, it should be noted that accordmg to the most recent U.S. 
Department of Commerce figures, U.S. exports to France in 1966 -wen 
$1.2 billion, an increase of 10,3 percent over 1965, whereas in the same 
year, the French exports to the United States were of a total ralue 
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x)f $660 million. In other words, the U.S. exports to France are nearly 
twice as much in dollar value as France exports to the United States. 

It is self-evident that if Congress unnecessarily restricts French soft 
ripened cheeses, that France will nrt long delay retaliation against 
our exports to that country. Therefore, it clearly appears that restric- 
tions, especially these unnecessary restrictions, on the above French 
cheeses, will be of little or no aid to our dairy industry but, on the con- 
trary, will endanger other segments of our economy which depend on 
exports to Franca 

Frenex Distributors, Inc., is a small company, employing 20 people. 
It is believed, however, that the needs and interests of small companies 
are still of importance to the Senate and it is for this reason that the 
particular plight of Frenex is brought to your attention. 

This company commenced importing the traditional soft ripened 
French cheeses only a little over 2 years ago. No significant quantities 
were imported on an annual basis until 1966, Establishing quotas, 
therefore, relating to years prior to 1966 will not only stifle the free en- 
terprise of Frenex, a damage which always occurs in the managed 
■economy, but will result in the unemployment of a number of its 
workers. 

Ou the wider issue of soft ripened cheeses in general there is no 
known reason why the free enterprise of U.S. companies who desire 
to import these products should be stultified, merely to accomplish the 
imnecessary inclusion of such items in the new legislation. Restriction 
on imports of these soft ripened cheeses has never been found neces- 
sary during the many years that section 22 of the Agricultural Ad- 
justment Act has been in force. No information or statistics are known 
to the writer which would indicate that the restriction on such imports 
today would be of any benefit whatsoever to the American farmer, to 
our price support program, or to the American consumer. 

Remember, that for every dollar of goods France sells us, it pur- 
chases $2 of goods from us. It should be understood that these com- 
ments concerning the possible action by France are merely objective 
thoughts, made without any knowledge whatsoever of the intention 
of the French Government, 

In conclusion, is is urged that S. 612 at a minimum should be 
amended to exclude milks other than cows' milk and to also exclude 
from its scope the traditional soft ripened cheeses. 
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Senator Holland. Thank you. I am glad that you discussed Roque- 
fort cheese. I guess many other people will be glad that you discu^ed 
it, I am sure. 

Do you have any questions, Senator Young i 

Senator YotiNO. I nave no questions. 
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Senator Holland. Any questions, Senator Mondale ! 

Senator Mondale. I have no questions. 

Senator Holland. May I Bay that I do not thirik that it is the inten- 
tion of the sponsors of tiiis act or of the Congress to affect hurtfnlly 
any established traditional markets; neither ao we intend to have im 
domestic marl^ts hurtfuUy affected by these evasions of section 22 of 
Uie act which have been taken heretofore. 

I am glad to know that some are coming; here from New York, 
which is a rather unusual experience here m the Senate, that they 
would have nothing to fear along tlie line tliat you are suggesting. 

Thank you very much. 

Mr. Frederickb. Thank you, sir. 

Senator Holland. Mr. Secretary, we proceeded to hear our remain- 
ing witness because you were a bit late. We hope that it has not upset 
your schedule or your equilibrium. We will be glad to hear from you 



STATEMEFT OF HON. OBTULB L. FBEEUAK, SECBETAUT OF 
AOBICULTUIffi 

Secretary Fheeman. Mr. Chairman and members of the subcom- 
mittee, thank you for affording us the privilege of appearing before 
you today. 

Senator Holland. If I may interrupt, I am srary that in the hearing 
on this bill yesterday that we had to report that we had no recom- 
mendation from the Department of Agriculture and we would hope 
to receive such a recommendation before the record is closed. 

Incidentally, we have one more statement here which we will t^ 
to include in the record, a statement from the Universal Foods Corp. 
of Milwaukee, Wis. And without objection we will include tids state- 
ment in the record. 

(The statement referred to follows :) 

Statement oi 

We are extremely concerned about the rapidly Increaelns Imports ot dairy 
products into the United States, particularly Italian-type cheeses that are com- 
ing In outside esiating quotas. The Stella Cheese Division operates seven Italian- 
type and blue-mold cheese nutnufactarlug idants at such places as Amery, Oass- 
ville. Clayton, Lancaster, Cumberland, Baroaett, Glenwood City and Campbells- 
port, Wisconsin ; Baltic, Michigan ; and Pern, Indiana. In addition, we purchase 
cheese from five other cheese plants. We employ over 300 persons, and the cheese 
plants from which we purchase additional cheese employ another 140 persons. 
We presently purchase milt from approximately 800 iarmers as well as large 
quantities of other materials used in t^eesemaklng such as rennet, salt, wax, 
paraffin, cartons, bags, Tats, pumps and separators. 

Cf rtaiii Italian-type cheeses are presently covered by a quota provision eetab- 
liebed under Section 22 of the Agricultural Adjustment Act in Item 960.10 lyt the 
Tariff Schedules of the United States tor "Italian-type cheeses, made fiT>m 
cows' milk, in oriffinal loaves." These quotas were established to prevent Inter- 
ference with the xirice support programs of the Department of Agrlcultnre and 
disruption of the American dairy industry by excessive imports. 

However, from the outset, a seriooa loophole has existed In the quota provi- 
sions. By merely cutting the original loaves of cheese or grating tliem, the cheese 
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js changed to a state no longer "in original loaves" and thus tbe quota proTislon 
la avoided. Customs oflScials bare beld tbat cut loaves and gi'ated cheese are not 
in original loaves. 

In this way, rapidly increasing quantities of Itallan-triw cheese are coming Into 
tbe United States otttaiie the quota. The quota waa originallj set up to prevent 
material iiitPrfereuce with the price support iirograms of the Department oT 
Agriculture. The Department has promulgated regulations providing an orderly 
method of regulating these cheese Imports under qnota throneh the Issuance of 
import licenses. These purposes have been subverted by Increasing Imports 
making use of the "not In original loaves" loophole. There Is no reason why these 
cut Italian-type cheeses should uot be included under the quota provision. Merely 
cutting or grating the cheese does not change Its character or identity. The lo<^ 
hole should be closed to prevent Interference with U.8.D.A. price support pro- 
grams and to enable orderly administration of the Import Ucenae program. 

We have recently aslted the TarlfE Com miss ion to close this loophole by recom- 
mending to the President that the iiuota classification under Item 050.10 of the 
Tariff Schedules of the U.S. be changed to include named Italian-type cheeses, 
whether in original loaves or cot. Wc hoi)o that the Tariff Commission wDl take 
action to close this blatant and obvious loophole pursuant to theit current In- 
Investigation on dairy products. 

But the closing of this loophole is not enough. We are confident that the Im- 
porters will fiud another loophole. They always have In the past. 

Further, even If the "not in original loaves" loophole ie closed, It should be 
noted that the quota only covere certain bard Italian-type cows' milk cheeses, 
namely Romiino made from cows' milk, Regfiiano, Pariiieaano, Provolonl, Pr«- 
volette, and Sbrinz. Other Italian-type cheeses made from sbeeps' milk (PeccHino) 
and goats' milk are not included. Mozzarella and other special ty-tyiie Italian 
cbeeses are being used in greatly increasing quantities but tbey are not covered 
by the quota either. 

Therefore, we need legislative relief to cover all types of Italian-type cbeeees — 
those under the quota and those not. We support legislation, such as tbe Dairy 
Import Act of 1967, to create legislative limitations on the imports of dairy 
products based on the lOGl-65 average. 

We are concerned, however, that any legislation adopted make adequate pro- 
Tiaiom for limitations on imports of alt Italian-type cheeees. We would not want 
to see, for example, any "trading off" where Italian-type cheese quotas are raised 
and the quotas on other dairy products are conespondiugly reduced. Quotas set 
for dairy products imder dairy import legislation should be set by product- 
such as Italian-type cheeses and not lumped together under a general category. 
In this way, fair consideration can ge given to each type of dairy product. We 
are hopeful that any dairy import legislation adopted will clearly eatablista spe- 
cific quotas for Italian-type cheeses — without regard to shape and form and 
without regard to type of milk used to manufacture the cheese. After all, a pound 
of foreign cheese, regardless of shape or form, will still replace a pound of do- 
mestic cheese and thus harm the Amerlean dairy farmer and hia ctist(wner, the 
American cheese manufacturer. 

lUPACT or DAIBT IMPOSTS OH FKICB S0PPOBT PBOORAU ANO DOUEBTIC IJ(0X3BTa,Y 



There is no question that the loophole imports of Italian-type cheese and dairy 
imports generally have increased tremendously In the last year. There ie also no 
question that these imports have materially interfered with the dairy price 
support programs of the Department of Agriculture with which this Committee 
is concerned. The Commodity Credit Corporation (CCC) has vastly increased 
Its purchases of butter, eheddax cheese and non-fat dry milk under the pvlce sup- 
port program. 

In March 1967, it is estimated that 45 million pounds of butter, 10 million 
pounds of Cheddar cheese and 73 million pounds of non-tat dry milk were pur- 
chased under Uie price support program. A year earlier, in March 1966, tbe 
equivalent figures were 2,200,000 pounds of butter, no Cheddar cheese, and 46,- 
700,000 pounds of non-fat dry milk. The increase over 1»66 is thus extremely 
large. 

In 196r>, tbe U.S. Imported the equivalent of 900 million pounds of milk — mostly 
in the form of cheese. In 1960 these Imports increased 300% — to the equivalent 
of 2.7 billion pounds of milk — enough additional milk to put the domestic dairy 
Industry back Into a surplus situation again. Further, the latest statistics for 
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1967 indicate an Increasing trend of chceee Imports and the consequent rise in 
price support payments bj CCC. 

In tbe case of Italian-type cheeses, an Import quota has been in effect as 
previously discussed for Italian-type cbeeses made from cows' mill;, iu original 
loaves, under Section 22 of the Agricultural Adjustment Act 

In 19C5, noM-quota imports of Italian cows' milk cheeses, such as Parmesan, 
Romano, Provolone, Provolette, etc., amounted to 95,000 pounds. In 1966, these 
imports increased to 424,000 pounds. This is an Increase of approximately 346% 
over 1965 imports with greater increases indicated for 1967. 

These foreign cheeae imports have had an extremely sharp rise in tbe past 
several months. This bus resulted in the following specific results: 

1. The price support program of IISDA has been directly interfered with 
In that the market price of milk has been severely reduced by the dislocation 
of purchases of rniik by domestic cheese makers. 

2. The price support program of USDA has been directly interfered with 
in that CCG has been forced to greatly increase its purchases of milk, cheese 
and non-fat dry milk as a direct result of increases iu foreign imports ot 
cheese. There is a direct correlation between the rise in foreign imports and 
the Increased purchases of USDA under tbe price support program. 

3. Low-priced imports of Italian-type cheese from Argentina and Australia 
that were grated to avoid the quota covering Italian-type cheeses in origiual 
loavea have disrupted the domestic Italian-type cheese market These im- 
ports are being sold delivered ex-dock in tbe U.S. and after duties have been 
paid, at prices betow, and we repeat "below," U.S. cheese manufacturing costs. 

In 1060, the Tariff Commission recommended over a two million pound increase 
in the Italian-type cheese quota based on the majority opinion at that time that 
Increased imports would stimulate consumer interest In dairy products, that there 
would be little Impact on DSDA price support programs and that Italiun-type 
cheeses are at most only indirectly competitive with domestically produced 
Itailan-type cheeses and do not displace them. At that time, imported brands 
generally sold at a premium over domestic brands. 

This is no longer tbe caae. Greatly increased eir-quota Imports from Argentina 
of grated Italian-type cheese have hit the U.S. market at prices as much as 
20 cents below U.S. prices and the availability of this cheese appears to be 
rapidly increasing. The recent devaluation of the Argentine peso is partly respon- 
sible. In any event, domestic producers cannot compete with this foreign cheese 
because they must pay at least the price support figure for manufacturing milk. 
This figure (currently J4.00 per hundred weight) la vastly more than the com- 
parable figure in Argentina. Further, the low Argentine labor costs involved 
In grating the cheese creates an additltmal price differential with respect to 
domestic cheese in view of high American labor costs. Thus, by grating the cheese 
to avoid the quota, not only do foreign cheese makers avoid the quota but they 
also attain an additional price advantage. Tbe result Is an unfortunate one; 
tbe U.S. dairy price support program is tending to price U.S. cheese and cheese 
makers out of tbe market. It would appear that this is certainly not the inten- 
tion of tbe Department of Agriculture. But, the vise closes — either dome^c 
Itnlian-type cheese makers must meet the lower prices set in tbe market i^ce 
by the foreign cheese imports or else they must go out of business. In fact, 
in the last three months, two substantial manufacturers of Italian-type cheese 
have gone out of business, 

American cheese makers are closely supervised by the Food and Drug Admin- 
istration and by local and state agencies which set high standards of sanitation, 
labeling and manufacture. We take pride In the maintenance of these standards 
but here again, the effect Is to increase the competitive disadvantage of domestic 
producers with respect to low-priced imports. There are no comparable sanita- 
tion, labeling, etc., standards in Argentina or anywhere else — foreign cheese 
imports are InsiKcted by Food and Drug on only a random basis at ports of 
entry into the U.S. 

These loophole imports of Italian-type cheese not only Interfere with the price 
support programs of the Department of Agriculture but they cause a loss of 
revenue to tbe American dairy farmer. Generally, our company has paid the 
farmer a higher price for his milk than he would receive from a cbeddar cheese 
maker who resells to tbe CCC. Therefore, tbe displacement of the domestic 
Italian-type cheese industry will not only thrust an added burden on the CCC 
through increased purchases of Cheddar cheese to offset tbe slack created by 
our demise, but it will cut the already too low earnings of the dairy farmer. 
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The dairy fanner deals witli a perishable commoditr and must find a market 
for his product quickly if the fluid milk handler doesn't want It. He tnras to 
the domestic cheesemaker that Is geographically close to him. For ever; ponnd 
of foreign Imported cheese that comea into the U.S., there is one less pound of 
cheese that will be produced domestically. 

Thus the farmer trying to sell his surplus milk to the Italian-type cheeee- 
maker Qnds no market there — and turns to the cheddar cheesemaker from whom 
be receives approximately $4.00 per hundredweight of milk produced. The price 
be would have gotten from au Italian-type cheesemaker currently Is $4.38 per 
hundredweight which la more than be would get from the oheddar cheesemaker. 

This helps to account For the unfortunate fact that the American dairy farmer 
receives an average wage for his labor that Is less than the minimum wage set 
by Congress. In Wisconsin, for example, many dairy farmers In 196S averaged 
leas than 50 cents an hour for their labor. This is absurd. Further, In 1966 and 
1966, the decline In the number of dairy farms Increased sharply aud the number 
of dairy cows sent to slaughter nearly doubled. Thua the need for dairy Import 
legislation Is obvious to help all segments of the American economy. 

If this situation Involving dairy imports Is allowed to continue without actios 
by our government, everyone will lose. The Italian-type cheesemaker goes out 
of business, the farmer loses badly needed income, the dairy support programs 
are Interfered with, and the taxpayer must pay more for the dairy price support 
programs. 

As we have indicated, we purchase milk from approximately 800 farmers while 
the entire Italian-type cheese industry purchases over two billion pounds of 
fresh milk annually from over 6,000 farmers. Our cheese factories employ 800 
persons and hundreds more are employed In factories (qwrated by other com- 
panies. In addition, industries producing it«ms essential to cheese manufacturing 
such as salt, wax, rennet, paraffins, cartons, bags, vats, pumps, etc., employ ftddl- 
ttonal thousands of persons. 

If our Industry is forced out of buslnesa by low-priced Imports, thousands of 
persons will be deprived of their livelihood. It should be understood that moat 
cheese factories are operated In rural areas where non-farm employment oppor- 
tunities are very limited. Thus, the effect of loss of these jobs will have a much 
greater impact than would a comparable loss of Jobs in a metropolitan aretL 
There appears to be no Intelligent reason why foreign dairy Imports should be 
allowed to cause this level of economic Injury to domestic cheesemakers and 
dairy farmers. 

We urge the Subcommittee to consider all of these factors carefully and take 
action to restrict the imports of dairy products to a reasonable level. Secre- 
tary of Agriculture Freeman on May 15. 1067, before the Tariff Commission, 
suggested a level of 25% of current dairy Imports as reasonable. 

If dairy imports were reduced to that level on a product-by-product basis; 
the dairy farmer could take his mllfc to market vrlthout fear of Injury because 
of a reduced price brought on by excessive dairy imports, the domestic cheese- 
maker could market bis product at a modest profit, and the public would not be 
threatened with an Inadequate supply of domestically produced milk and dairy 
products. 

Senator Holland. You may proceed on the matter which brings 
you here. We will be glad to hear you now. 

Secretary Freeman. I apologize for being here a little late, I was 
at a hearing over on the House side and hence the delay. I appreciate 
the opportunity to appear before this distinguished committee, and 
in this instance, if I may say so, I think that it is most timely that 
the committee permit the representatives of our Government in 
negotiations that we were particularly concerned with, agriculture, to 
ap|)par before them. 

Dr. Schnittker, the "Under Secretary of Agriculture, and in addi- 
tion Trwin Hedges, from the Office of the Special Representative, 
who have worked on these negotiiitions for some 31/^ years are present 
with me. Both of tliese men wore on the spot and they will be able 
to give the committee firsthand information and observations. 
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I would just say personally that I ccnsider these negotiations sombr 
thing like going through the experience that I had on an occasion 
when I was praSicing law, where you had been trying a very difficult, 
very close lawsuit and when the case would go to the jury and, if it 
was a tough case, why, settlement was usually discussed and more 
often than not there would be an agreement on settlement, so that 
the jury's verdict was never known, Wien I did that I always thought 
that I might have gotten more if I had remained there waiting for 
the jury to come in and I also knew that I might get nothing or might 
get very little. 

Senator Holland. Did you have to wait on the Jury as long as we 
have had to wait here? That is, did you have to wait several years? 

Secretary Freeman. I do not think that I would be here today if 
I had. No, sir. If I had had to remain that long for a jury verdict, 
I might have evaporated. [Laughter.] 

Senator Holland. I never Tiad to wait that long, either, in my 
practice of law. 

We are glad to have you here and to have with you Under Secre- 
tary Schnittker and Mr. Hedges. I understand that Mr. Hedges is 
representing the White House and is the special representative 
of the Whit© House in the negotiations on matters affecting agriculture. 

Am I correct? 

Secretary Freeman. Yes, sir; that is correct. 

Senator Holland. We are very glad to have you here. We have 
made this meeting a public meeting, after checking that with you. 
My understanding was that you had so many requests for informa- 
tion on how these conclusions of the Kennedy round negotiations 
affected or might affect agriculture that you preferred to have a pub- 
lic hearing at which all who were interested could hear what tJie report 
might be. 

Secretary Freeuan. Thank you, Mr, Chairman. 

Senator Holland. That was done, I understood it, in accordance 
with your preference in the matter. 

Secretary Freeman. I think this is correct. I think this is very 
kindly. 

Senator Holland. I am sorry that we do not have a bigger rep- 
resentation of oiu" committee right now but as you heard the oell, we 
are proceeding on the Senate floor on the supplemental appropriation 
bill and I note that your Department has an mterest in that bill. 

Secretary Freeman. Yes, sir. 

Senator Holland. So that you can understand that some of us 
might be detained there. I ought to be there myself. As you know, I 
am a chairman of a subcommittee on appropriations. 

Secretary Freeman. Yes, sir. 

Senator Holland. But I thought that this was more importMit. 
Now we will be glad to hear you. 

Senator Youno. We also have a full committee markup of the 
Treasury and Post Office Appropriations bill. 

Senator Holland. Several are on the full Cranmittee on Appropria- 
tions. We would like to be there. We are like you, Mr. Secretary. We 
have different appointments in different places. We can complet^y 
imderstand why you were a few minut^ late. We require no ex- 
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Slanation of what happened. We all are going in too many different 
irections. 

If you will proceed to tell us how agriculture gets Bome advantages 
out or the Kennedy round negotiations we will be very glad to hear it. 

Secretary Freeman. As I said, we d.id settle this case. I would just 
make the observation that we did not get everything that we would 
like to have gotten, but on balance I believe that agriculture, definitely, 
has benefited and will benefit when we look at aU four comers of th© 
final settlement. 

But to go into more depth in connection with that, I think that 
these two gentlemen, who are both professional agriculturists and 
skilled, able and dedicated to American agriculture, and who were on 
the spot, they can give us a much more intimate and direct appraisal. 
And so I think that I will witli your permission ask Mr. Hedges to 
take this seat and to join Dr. Schnittker, and Dr. Schnittker will 
make the real formal testimony here. 

Senator Holland. We are not letting you out, because we may have 
some complaints to make later, but we wiU be very glad to hear from 
whomever you nominate. 

You see here, of course, Senator Young, who is a wheat specialist 
on our committee and Senator Mondale who is a specialist, I might 
say, of those industries that produce so heavily in Minnesota; and 
Senator Boggs, who represents a large poultry producing State and 

? reduces a great many other things. And so we are very interested, 
ou know, of course, I come from a State that produces three-fourths 
of the citrus fruit of the Nation. So I am interested in that and in a 
good many other things. So we will be listening with avid ears while 
we hear this report. 

STATEUENT OF HON. JOHN A SCHNITTEEB, TINDER SECSETART 
OF AGRICULTURE 

Dr. Schnittker. I know tliat I need not review for the members of 
this committee the determination of two Presidents and of the Con- 
gress that agriculture shall be included in a substantial way in the 
final Kennedy round settlement. 

Senator Holland. Let me ask you then do you want this reported! 

Dr. Schnittker. We have no objection to what we say here being 
reported. 

Senator Holland. Since they may have a bearing on the dairy bill 
which we are actually hearing, I am going to ask that the committee 
give unanimous consent to have this particular part made a part of 
that record. 

The consent is granted. And the reporter will continue. 

Go ahead. 

Dr. ScHNm-KER. The determination to have a substantial agricul- 
tural part in the Kennedy round negotiations was, in my opinion, 
carried tiirough until the end. I did not want to give the impression 
that we got everything that we asked for. In fact, in some respects in 
both agnculture and in industry I am sure that it will be concluded, 
wlien all of the results are in and made public that we have fallen short 
of some of our most optimistic expectations and hopes, but, nonethe- 
less, we have had, on the average, a tariff cut of about 33 to 35 percent 
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agreed to in industrial products, and an average cut of about 25 per- 
cent agreed to in agricultural products. 

I think that will very substantially carry out the policy of President 
Kennedy and President Johnscm and the mandate of the Cougrees in 
enacting the Trade Expansion Act of 1962. 

Senate*- Holland. Let me aak you, is it quite agreeable to you to 
have questions asked as you proceed t 

Dr. ScHNirrKEB. Yes, it is. 

Senator Holland. Senator Young. 

Senator Youno. Could you give us some indication or yfu-dstick of 
the tariff rates that prevailed previous to these negotiatitms, particu- 
larly with reference to industrial commodities and farm products? 
You indicated that the reduction negotiated was about ^nsMUt and 
25 percent respectively tor those two categories. Can j|KNl'J$M»1n,«ome 
indication from what c<Hnparatire base they were cut! " 

Dr.ScHNiiTKBR. Yourefertothegenerallevel! ^.' 

Senator YouwG. The general level. 

Dr. ScHNiTTKER, These tariffs, Senator Youug, you koov, hav a 
very wide range from tariffs as low as 1, or 2, or 3 percent to tanffs as 
liigh as 50 or 100 percent and in some cases over 100 percent, I mo 
gomg to ask Mr. Hedges to comment in very general terms on whether 
ttie agricultural tariffs were higher or lower than industrial tariffs 
prior to the negotiations. 

STATEUEin OF IBWDT B. HEDGES, CHIEF AOBICDXrCBAL TEAIKE 
ADTISEB, OFFICE OF SPECIAI. KEFEESEIITATIVE FOB TBASE 
NEOOnATIONS, THE WHITE HOUSE 



Mr. Hedges. Mr. Chairman, Dr. Schnittker has pointed out this is 
a very difficult question to generalize about. U.S. tariffs on the average 
were already fairly low compared with the levels which we started 
with in the reciprocal agreements trade program. It is difficult to 
generalize, but industrial tariffs were, for the most part, in a range of, 
say, 15 to 20 percent. Of course, there are many areas in which the 
tariffs are sufetantially above; many areas where they are substan- 
tially below that. So that with the SO-percent cut we will have made 
great progress in reducing the remaining tariff barriers in the world, 

U.S. agricultural tariffs, I would say, probably follow the same 
general pattern as industrial tariffs. We probably have fewer higher 
tariffs than we have in some areas of industry such as in chemicals. 

Senator Holland. Might I ask a question right there? It has been 
my understanding that a substantial number of our agricultural prod- 
ucts were not on the table, were not subject to these negotiations. Am 
I correct in that ? 

Dr. ScHNrrTKEB. Mr. Chairman, the negotiations began with a 
general intention of putting U.S. industry and agricultural items on 
the table, across the board, with minimum exceptions. TTiis was grai- 
erally carried through. Nonetheless, when we loob^ at what other 
countries were doing in industry and in agriculture, we found tliat in 
some cases their opening offers and final offers did not match ui) to the 
offers that the United States had been willing to start out with. In 
those cases additional withdrawals had to be made, so that in the end 
there were quite a number of items excepted. 
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Senator Holland. That is, were not on the table? 

Dr. ScHNiiTKEK, They had been on the table but when they were not 
matched; they were not left on the table. 

Senator lioiiAKD. Do you have a list of those agricultural prodncte 
which eventually were not on the table ? 

Dr. ScKNiTTKEH. Mr, Chairman, I am going to have to say at this, 
point that the detail on the tariff cut is not available at this time. I am 
prepared to talk about general overall categories of agricultural prod- 
ucts, but because the agreements reached in Geneva were, as the spe- 
cialists say, were on an ad referendum basis, subject to the approvtJ 
of the governments participating in the negotiations, I am not pre-' 
pared to say what items may have been completely left out of th* 
negotiations. I am prepared to say that for the major agricultural 
exports of the United States, thoee for which there has been a sub- 
stantial reduction in tariff barriers, either a reduction in tariff bar- 
riers or other measures which will expand trade, they include wheaty 
soybeans, tallow, turkeys, horticultural products, including both fruit 
and vegetables, and in fruit and vegetable both canned and frceh 
form^ tobacco and tobacco products and certain field crops like peas 
and beans. 

There is another category which was substantially left out of the 
negotiations and this is the meat items and dairy items. 

There were formed in Geneva more than 3 years ago, made up of 
the representatives of the major cereal -trading nations, meat-trading 
nations, and dairy-product-trading nation's, groups to try to arrive at 
general arrangements to expand trade in cereals, meats, and dairy 
products. 

Only the cereal group was able to reach a generally successful 
conclusion. 

The meats group and the dairy group had to conclude 2 or 3 
months ago that no general measures to expand trade in those products 
were possible, but there had been some small trade negotiations even 
in dairy products and in beef but this largely concerns countries apart 
from the United States. 

Senator Holland. I notice that you mentioned turkeys. You did not 
mention other poultiy. Is other poultry included ? 

Dr. ScHNiTTKER, Ycs, sir ; there is some inclusion of other poultry, 
particularly canned poultry, but I do not want to give the impression 
that poultry is included in a major way in the trade expansion eflecte 
of this negotiation. 

Senator Holland. I noticed that you mentioned that there is an in- 
clusion of fruit and vegetables, you made a general mention of that. 
My undersfandhig is that some fruits were included, and some fruits 
were excluded. 

Dr. ScHNiTTKER. That is correct. Some fruits were included. 
Citrus in several forma and with several of our major import nrnrk^ 
were included : some fr^h fruits, particularly witli oar neighbor to 
the north, Canada, were included, but we could not get offers on certain 
fruits and, lience, were not able to include all of those items in the 
negotiations. 

Senator Holland. I understimd that the producers of some of the 
major fruit items are extremely nervous about the situation and wwit 
to know if tliey nere included, and that includes not only the citrus 
people whom I mentioned awliile ago, but it includes fresh fruits and 
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includes pnmes and driwl fruits and canned fruits, concentrated 
juices, canned juices— and I would like to have — I personally would 
like to have some information on that to communicate not only to the 
citrus industry but since California, Washington, Oregon, and Ari- 
zona have no members on this committee I have frequent inquiries 
from representatives of those States. And I am sure that other mem- 
bers of fliis committee do have such inquiriesj likewise. We would like 
very much to have some dependable information, whether good or bad, 
in these fields. 

How soon may we count on having some information ! 

Dr. ScHNTTTKBat. I think within a matter of several weeks, Mr. 
Chairman. This trade agreement must be concurred in no later than 
June 30. The work is continuing in Greneva to get all of the details set 
down. The negotiators have gone home to begin the process of final 
concurrence by their governments. So I would judge that within a 
matter of several weeks detailed information can be made available to 
the Congress and to the public on these items. 

Senator Holland. There were two industries left out, that were not 
on the table at the end and there is no need to waste time to find out 
about them. What is the attitude, Mr. Hedges, of yourself, and of the 
White House and of the Department of Agriculture, Mr. Sclmittker, 
regarding that? 

Dr. ScHNrrrKBR. Ambassador Roth, who is the chief negotiator, 
will have to make the decision with respect to the release of the de- 
tailed information. Mr. Hedges, being in his office, could comment on 
that. 

Mr. Hedges. Mr. Chairman, I think that this, likewise, as Mr. 
Schnittker has pointed out, would be the decision of Ambassador Roth. 
It is my understanding that he feels and will take the position that we 
cannot even in broad categories indicate industries that are left out 
completely, because for one thing, by implication it would indicate 
more information than we should give in this negotiation before it is 
concluded as to what is left on. But certainly it is onr intention to 
proceed with the remainder of the work as expeditiously as possible 
and to make the information public, just as quickly as we can, but 
that cannot be done until we complete the negotiations and have a 
formal approval of the negotiations. 

Senator Holland. Do you prefer that we remain as long as pos- 
sible on the anxious seat, even though we may not be on that anxious 
seat after you release the facts? 

Mr, Hbdoes, This is perhaps unfortunate that it had to be that way, 
but it has been that way for 4 years and it will only continue another 
2 or 3 weeks. 

Senator Holland. You prefer that we keep them on the anxious 
seat. We will have to hold our breath for the next 2. or 3 or 4 weeks. 
Am I correct in my understanding that Mexico is not affected by this 
arrangement, because it is not a part of GATT? 

Mr. Hedges. Mr. Chairman, that is correct. Mexico is not a member 
of GATT. In general we followed the rule that products imported 
principally from countries which were not members were not included 
in the negotiations. 

Senator Holland. The importation of fruits and vegetables and 
such products from Mexico are affected in no way by the agreements 
reached ? 
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Mr. Hedges. Mr. Chairman, one would have to be a little more spe- 
cific. We excluded products where the principal supply was from a non- 
participant. It could be and often is the case that a participant in the 
negotiation, as an illustration, that we use the European Economic 
Commimity, is an essential supplier, but Mexico, Peru, sell some of 
these products, a small fraction of their total. In that case the product 
might be included; at least it would not be excluded on the oasis of 
tbe principal supplier rule. 

Senator Holi,and. We have had no important imports; for instance, 
in tomatoes, either fresh or canned, other than from Mexico. The same 
is true with reference to citrus fruits generally. Are we to conclude 
that Mexican imports in those two commodities are not affected i 

Mr. Hedoes. Mr. Chairman, again I appreciate your concern but I 
could not reveal specific details. 

With respect to some of Uie products you mentirmed, tomatoes, 
for example, Italy, Portugal and some other countries are also impor- 
tant producers and exporters of those products. 

Senator Holland. They do not compare with those of Mexico inso- 
far as importation into the United Stetes is concerned. At any rate 
it is disappointing to find out that the right hand of government 
cannot find out what the left hand is doing and has to wait before 
we can notify vit-ally affected industries as to the conclusion that lias 
been reached that will affect them by this. I want, for one, to say 
that I do not think that this is in accord with democratic principles at 
all. I do not think it is an exercise of good judgment on the part of 
those who have hiindled these important negotiations for our country. 

Any questions. Senator Young! 

Senator Young. I share your concern. This is what happens when 
Congress delegates too much of its authority to some small group. 

You have stated that tariffs on wheat were reduced by some per- 
centage — what percentage was that? 

Dr. ScuNiTTKER. Senator Young, my intention there was to indi- 
cate that there were actions which will expand trade either in physical 
terms or in value terms which were taken on products, including wheat. 
Tariffs are not a major item limiting trade in wheat. Actually, the 
actions taken in the trade negotiations on wheat were to conclude a 
successor organization to the International Wheat Agreement which 
we expect to be called an International Cereals Agreement, This will 
tend to increase prices at which wheat is traded around the world 
over the next 3 years. It will tend to expand the commercial exports 
or the share of our exports of wheat whicn are commercial, since other 
countries will be contributing to a food aid program. Tariff cutting 
is not a part of the wheat agreement. 

Senator Young. You indicate that we may be able to expect some 
increase in exports of wheat. To wluch countries would our dollar 
sales of wheat be expanded? 

Dr. ScHNiTTKER. If I may, in response to that, summarize for a 
minute or two on the cereal agreements reached in Geneva a few days 
ago, we had three objectives here. One was to raise the range of prices 
at which wheat is traded in world markets. We have had a range of 
prices in the wheat agreement over the past 18 years. We did achieve 
a substantia] increase in the minimunis and tlie maximum prices 
compared to the present wheat agreement. 
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Our second objective, and a very key one was to get an assurance 
of access to importing markets and not just a vague assurance that 
■we did not have in mind — not just a vague assurance that we could 
sell in the main importing markets of Eurpoe, Japan, the United 
Kingdom, and other countries. We had in mind a general genuine 
guarantee that the grain importing countries would take an amount 
of grain equal to what they had fc«en importing in recent years and 
would give the exporting countries a share in the growth of their 
markets. This we did not achieve. 

Senator Young. I am trying to find out to what countries we can 
expect to export more wheat to, as a result of this agreement. 

Dr. ScHN-iiTKER. We can expect to export more wheat to Japan, to 
the Xordic countries, to Switzerland. We have no assurance that we 
will be able to export more wheat to the countries of the European 
Economic Community or to the United Kingdom. 

Senator Yoonq. This agreement in no way affects our competition 
with the Canadians in the Japanese market. They are our chief com- 
petitors and they are toug^ competitors. This agreement in no way 
affe«ts that? 

Dr. ScHNrrrHER. No; it does not. We must compete aggressively 
for the Japanese market, not only with the Canadians but with the 
Australians, but we are assured that the Japanese market will continue 
to grow in tons. If we do compete effectively, as we have been in recent 
years, we do expect to have a bi^;er tonnage shipped to Japan year 
after year in the future. 

Senator Hoi-r-\xD. We will declare a short recess. 

(Krief recess.) 

Senator Hoi-i^nd. The hearing will come to order. 

Dr. Schnittker and Mr. Hedges, you may proceed. 

Dr. ScHKiTTRER. Mr. Chairman, we had — I had said that (Jiere will 
be tariff reductions in a broad range of agricultural products where 
trade is inhibited primarily by tariffs, and I mentioned the general 
areas being soybeans, tallow, turkeys, horticultural products, includ- 
ing both canned and fresh fruits and vegetables, tobacco, and some 
of the minor field crops, such as the lentils. 

The other area of negotiations which I had begun to review for 
Senator Young had to do with the cereals, where we had three key 
objectives. We wanted to get a substantial increase in the level at 
which world wheat prices — world wheat is traded. Secondly, we 
wanted to get guaranteed access to the major imjwrter markets of the 
world, especially the European Economic Community, the United 
Kingdom, and Japan, and thirdly, we wanted to make a substantial 
start on a mutlilateral food aid program in which not only the United 
States and some of the exporter countries who have participated in 
food aid over the years — but also the importing — the ^rain-importing 
countries of the world would be helping to near this big food-aid 
burden on a continuing basis, not simply on an emergency basis as 
thcv are doing this year in the case of India, 

We did achieve a substantia] increase in the minimum level of world 
prices. 

Senator Holland. For what? 

Dr. Schnittker, For wheat. We did not for feed grains, and in fact 
it was never expected that this would be achieved for feed grains, and 
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the United States at no time supported the concept of a minimum 
trading price for feed grains like we have for wheat. 

But we have the precedent of the International Wheat Agreem^it 
which since 1949 has had a minimum world trading price for wheat. 
Exporters promise not to sell below those minimum prices. There is also 
a mazimum world trading price which ia designed to protect importing 
countries in the event of a very short supply and high prices of wheaL 

In the present Internationa! Wheat Agreement, negotiated in 1962, 
the minimum price for a standard grade of U.S. wheat at the gulf — 
this is Hard Winter ordinary wheat at the gulf — is considered to be 
about $1.50 per bushel. Now,! say, "is considered to be," because it is 
not stated explicitly in the agreement, but has to be arrived at on 
the basis of estimates, taking on from a Canadian wheat, and allowing 
for ditTerentials in quality and location. 

We consider the present minimum to be around $1.50 per bushel for 
a standard grade of U.S. wheat at the gulf. This figure, in the agree- 
ment arrived at this week in Geneva, will be $1.73 per bushel. And ao 
we have a minimum trading price for wheat on the average, about 28 
cents per bushel higher than in the present International Wheat 
Agreement. 

It also happens to be a few cents higher than this wheat has traded 
for at the gulf over the past 3 years. This standard grade of wheat has 
averaged about $1.70 per bushel at the gulf in the past 3 years. 

Exporters have tended to keep prices substantially above minimum 
levels and to manage their own supplies in such a manner so as to 
keep — to be able to keep world prices substantially above minimum 
levels. 

Hence we expect that world wheat prices over the next 3-year life 
of this agreement, could well average some 10 to 25 cents per bushel 
higher than the $1.70 per bushel average of the previous 3 years. 

This can mean a substantia] improvement in our farmer income, and 
a substantial improvement in our balance of payments. 

Senator Holland, Was a maximum price fixed? 

Dr. ScHNiTTKER. The maximum price was also increased by approxi- 
mately 23 cents per bushel for this grade of wheat. 

Senator Holland. From what to what? 

Dr. ScHNHTKEH. From $1.90, approximately, for the standard grade, 
to $2.13 a bushel. If prices ever got to that maximum level, exporting 
countries assure importing countries that they will provide most (W 
the importers' requirements at a price not higher than the ma xim u m . 

Senator Yottno. The minimum price established now is a little under 
the price at whicli wheat is presently traded in the world markets: 
is it not ? 

Dr. ScHNiTTKER. Yes. This minimum price arrived at in the new 
agreement is still slightly under the level at which prices are trading 
tmiay. So one should not expect, when this agreement is signed latOT 
in the summer or early fail — an automatic and immediate increase in 
prices in world trade. Rather, I think we can confidently expect that 
the next 3 years, whicli will be the period of this agreement, will see 
substantially higher prices in the world wheat trade than the past 
8 years. 

Senator Young. Would it have some effect, too, in maybe increasing 
the minimum level of wheat prices in the United States? Or putting ^ 
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the other way around— preventing a bigger drop than might be other- 
wise the. case in the cash price of wheat? 

Dr. ScHNirrKER. Yee, I think this is definitely the case. And I told 
several groups yesterday who inquired in about these terms. The 
present minimum in die wheat agreement is slightly mider the $1.25- 
per-bushel rate. About 10 cents per bushel under, taking the average 
■of the various U.S. wheats. The new minimum negotiated, some 23 cents 
higher, will be 10 to 15 cents higher than the present loan rate. And so 
the minimum price negotiated for world trade will act as a supple- 
mental price supoprt, being some 10 to 15 cents per bushel at the farm 
higher than the existing price support loan. And this should tend to 
^ep market prices in the United States quite strong relative to the loan 
rate. 

Senator Yotjng. That is if we do not produce too much, and can 
find a market for the wheat. 

Dr. ScHNTrTKER. I think even if we made the mistake. Senator 
Young, of producing too much — and we have no intention of doing 
that — if the United States has agreed not to sell wheat below a certain 
level, we would keep that commitment and prices would tend to be 
supported some 10 to 15 cents above the loan rate. 

Senator Youno. If we were to try to go to a completely free market 
for wheat without any price-support program at all it would be tre- 
mendously important to have good foreign markets. Even under 
normal conditions we have to export more than one-half of our wheat. 
Of the wheat we export, not much more than a third is sold for dollars. 

Dr. ScHNiTTKFJi. That is correct. And what I am saying here is that 
the minimum in the agreement being slightly above the loan rate is 
really a supplemental price support, and ^ a slightly better level than 
the loan rate. 

Senator Young. Thank you. 

Dr. ScHNrriKER. If I may continue, there is one more key feature 
of the grain agreement, and this is the food air CMnponent. 

The United States, proposed 4 years ago that the other exporting 
count ries and importing countries should contribute to the world's food 
aid requirements on a continuing basis. There have been periods in 
the past few years when some of the countries of the world provided 
food aid on an emergency basis. The present India situation is the 
best example of that — where Canada and Australia particularly, 
Japan and some of the European countries, are providing food aid m 
this emergency. But there has been no continuing and cooperative 
large-poale food aid program subscribed to by most of the developing 
countries of the world. 

We started out with a proposal that we should put together a 10- 
million-ton food aid program. We ended up with an agreement that 
the developed countries who were parties to the agreement would pro- 
vide four and ahalf million tons per year for the next 3 years. Import- 
ing countries— and I think this is the most itriportant featnre of this 
agreement — importing countries — Japan, the six countries of the com- 
munity, the United Bangdom, the Nordic countries, Switzerland—will 
provide nearly 2 million tons, or some 75 million bushels of this food 
aid each year for the next 3 years. 

Senator Yotrao. Must tius food aid be in wheat, or can they substi- 
tute dollars? 
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Dr. ScHNiTTKER. It will be either wheat or dollarB to buy wheat, for 
the most part. Tliere would be some possibility to use small amounts of 
coarse grains in the food aid program, just aa we use small amounts 
or sorghum and com. But it is understood that this food aid program 
will be generally wheat or in the case of the country like Switzerland, 
for example, which is a big wheat importer, that they would mate 
dollai-s available to be usedto purchase wheat or another grain for 
direct human consumption. 

Senator HoixANn. What about rice? 

Dr. ScHNiTTKER. Ricft was not included in the cereals' discussion, 
Mr. Chairman, and is not in the terms of reference for food aid. Rice 
happens to be a very expensive form of food aid. Wheat is approxi- 
mately twice as efficient as rice in terms of how many dollars it takes 
to buy a given number of calories. 

Well, to conclude, tlien, the fact that importing countries will be pro- 
viding some 2 million tons of food aid for the first time means that 
exporting countries will have that much larger commercial wheat 
market over the next 3 years— since many of these importing countriee 
will be coming to the exporting countries to buy the grain to be shipped 
to the recipient countries. 

Mr, Chairman, that concludes my brief explanation on the cereals 
portion of the agreement. 

Senator Holland. Do you have other facts with reference to other 
agricultural products ? 

Senator Boogb. Mr. Chairman 

Senator Holland. Senator Boggs. 

Senator Booos. May I ask something abont the ponltry situation? 
You mentioned turkeys, and seemed to exclude other poultry products. 
I was wonderiufc if you could tell ns anything further of interest to 
our U.S. poultry producers. 

Dr. ScHNTTTKEH. Well, I did mention that some canned iwultry 
products were included from the negotiations. But I do not want to 
leave the impression. Senator, that we made any major progress in 
this difficult area in which we fought the chicken war. 

Senator Booos. Yon would not say there was a plus or you would 
not say there was a minus ? 

Dr. SoHNHTKER, I would say we are not able to report any major 
progress in the struggle to regam the poultry market of the European 
Economic Community. This had been generally expected. In fact, we 
fought this war some 3 yenrs ago, and were unable to make a dent in 
the market, and subsequently withdrew tariff concessions on certain 
liquors and Volkswagen buses and starches. That, in effect, settled the 
chicken war in a very unsatisfactory way, but at least in an even way. 
They had taken something from us, and we were forced to take scsne- 
thing back from them. But it did not get us our chicken trade back. 

Senator Boggs. I^et me ask you this. 

When yon previoualy mentioned meats generally, did you include 
poultry ? 

Dr. ScHNHTKER, No, that did not include poultry. I waa thinking 
there of beef and pork, both fresh, frozen, and in various kinds oi 
manufactured preparations. 

Senator Hoi.i^Nn. In other words, no prepress on red meat. 
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Dr. ScHNiTTKER. I would Hot saj no progress, Mr. Chairman. No 
progress like tlie cereals airanjfement which I just reported. 

I think the progress that will have been made on meats will be in 
bilateral or two country negotiations between major meat exporting 
countries, like Argentina and Australia, and major meat imiiorting 
countries, like Japan and the European countries. 

We are very hopeful that when the details of agreements between 
meat exporters and meat importers become available in a few weeks, 
that we will find some improved access to the importer markets. This 
is very imiwrtant to the United States, and was an objective we worked 
for, because we have become kind of a dumping ground for beef these 
past few years, and we believe that if Europe and Japan will take more, 
then less beef will come here in the next few years. So we are verj- 
hopeful that these improved arrangements between exporters and 
importers will have been worked out. 

Senator Holland. In other words, any progress, if such be made, 
in the field of red meats generally, will nave to depend on the result 
of bilateral negotiations not yet terminated? 

Dr. ScHNiTTKER, It Will DC a byproduct of bilateral negotiations 
not yet completed or announced. 

Senator Holland. This hearing, of course, is primarily on a dairy 
bill. I understood you to say in the beginning no progress on meats 
and on dairy. And now I think you have made it rather clear that — 
what the situation is with reference to red meats, differentiating that 
from poultry. 

Wliat is the situation with reference to dairy products! 

Dr. ScHNTTTKER, Well, again, dairy products were approached in 
this negotiation like cereals and like meats, with the major importing 
and exporting countries attempting to agree on various kinds of pro- 
cedures — increasing quotas, lowering tariffs, guaranteeing access and 
so forth — which would improve the conditions of the world dairy 
market and expand trade. 

These talks in the so-called dairy group were concluded unsucess- 
fully some months ago, and any improvement in terms of trade for 
dairy products will be on generally a bilateral basis, between major 
suppliers and major importing markets. The U.S. is neither a major 
exporter nor a major importer of dairy products. 

Senator Holland. In other words, so far as the U.S. dairy industrj' 
is concerned, it is not to be affected directly in any way by the results 
of this convention ? 

Dr. ScHNiTTKER, It would not be, that is correct, Mr. Hedges and 
I were in Geneva about 6 weeks ago, the day the President sent the 
proposed section 22 action to the Tariff Commission. It was feared 
that this may have a very serious repercussion on the n^otiation. In 
fact, it did not even raise an eyebrow, because the negotitaions in dairy 
products had more or less been written off that time. 

Senator Holland. Section 22 is a recognized procedure that has 
pretty well been accepted by the trading world anyhow, has it not ? 

Dr. ScHNrrTKER. It is. It has a special status in the GATT. 

Senator Holland. Senator Mondale? 

Senator Mondale. Thank you, Mr. Chairman. 

With reference to the food aid agreement, portions of the Kennedy 
round, do I understand that the agreement was that those who par- 
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ticipated would collectively agree on a continuing basis to give an 
annual four and ft half mUlion tons of food grains to food-deBeient 
areas of the world i 

Dr. ScHNiTTKER. That is correct. 

Senator Mondale. What percentage of that annual contributioa 
would come from the United States ? 

Dr. SciiNiTTKEK. Wc have pledged on an ad referendum basis 42^ 
percent of that. 

Senator Mondau:. AVliat percentage would come from France ? 

Dr. ScHNiTTKER, France negotiated as a part of the community, 
and the figure there for the six on an ad referendum basis was 23 
percent. For Canada the figure was 11 percent. 

Senator Mondale. Xow, some of these same countries are giving 
some food aid now to food-deficient countries. I gather tliis agreement 
was not for a quantity over and above that which may have wen their 
historical contribution rate. 

Dr. ScHNiTTKER. In the case of the United States, this was cer- 
tainly true. But for practically all of the other countries there is little 
or no food aid on a continuing basis. Canada has been providing a 
large amount of food grains to India these past 2 years, but for many 
if not most of the other countries, food aid is a new thing. 

Senator Mondale. Will there be a joint agreement on how this 
food aid will be dispensed, or will there just be a simple calculation t 

Dr. ScHNiTTKZE. The details of this have not been completely- 
worked out, but certainly the right of any country to make its ship- 
ments or donations to a country of its choice is not in question. Any 
country reserves the right to make its shipments to a country of its 
own choice. It is expected that the administering body of the grain 
arrangement will hold consultations among its members, ajid willcon- 
sult with other bodies, such as the Food and Agricultural Organiza- 
tion of the United States, would adhere to some guidelines, and would 
make recommendations to its members. But this is not going to be — 
this is not a question of any national government turning over a 
certain amount of its food assets to an international body to do with 
them what they wished. This is a pledge, a mutual pledge, to help 
meet the food aid burden jointly. 

Senator Mondale. But there is nothing in it that prohibits, say- 
France from giving all her food aid to French colonies, for example? 

Dr. ScHNriTKJER. There would not be. But to the extent that France 
gave more to French colonies — and as I recall, we have been giving 
some food aid to French colonies — to former French colonies — we 
should be able to provide additional assistance to some other area. 

Senator Mondale. You mentioned in your opening remarks amon^ 
those items which you thought might be an improved economic posi- 
tion as a result of the agreement was soybeans, which causes me to- 
ask how that can be, since the Common Market has not imposed a 
levy on soybeans in the past. What is there in this agreement that 
improves the outlook for the soybeans? 

Dr. ScHNrrTKER. I am going to be a litle vague here again, Senator. 
We ship soybeans to quite a lot of countries. 

Senator Mondale. Some of which are not in the Common Mai^t. 

Dr. ScHNriTKER. Many of which are not in the Common Market. 
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Senator Mondai.b. Would you negotiate a tariflf reduction for some 
of them? 

Dr. ScHNrrrKBR. I don't exclude that possibility. 

Senator Holi.and. Dr. Schnittker, we, of course, have two very im- 
portant agricultural products in our Nation, where we produce much 
less than what we use. That is sugar and wool. And we have very 
expensive and special programs set up to take care of adequate 
supply of both for our peojue. 

Did sugar and wool figure in the convention ! 

Dr. Schnittker. Not in any major way. I think suffar was virtually 
excluded from the negotiations except to the extent tnat it was a part 
of some canned fruit product, and Became a component of the nego- 
tiations. Similarly, I think the same thing is generally true of wool. 

Mr. Hedges. Mr. Chairman, if I could supplement the Under Sec- 
retary's statement on sugar, this was also a commodity which the com- 
munity proposed be handled by commodity arrangement. We and a 
number of other countries declined to see it handled that way, and so 
as a result sugar was in the same status as dairy products and meats as 
the Under Secretary has explained. 

Senator Holland. In other words, practically excluded from con- 
sideration before you began to reach a conclusion. 

Mr. Hedges. Yes. 

Senator Hollamd. la the same thing true of wool ? 

Mr, Hedges. Well, Mr. Chairman, wool was in a different category. 
It was never considered as a candidate for a commodity arrangement. 
And since this would be a detail tliat would be covered by instructions 
I am under and am obligated to follow, I cannot at uiis time give 
details of tlie status of any particular item. 

Senator Holland. You remember of course that the payments tO' 
our wool producers, which are substantial, and should be, come from 
wool tariffs? 

Mr. Hedges. Yes. 

Senator Holland And there was no effect upon the wool tariffs, 
then, as a result of the convention, 

Mr. Hedges. Well, we were very conscious of the status of wool in 
the negotiations, including the fact that the present payments are 
financed from tariffs. But I am not able to go beyond that statement, 
Mr. Chairman. 

Senator Holland. But we do tmderstand th*t wool was not sub- 
stantially affected in any way by the result of the Geneva negotiations. 

Mr. Iu:dges. I am sorry, Mr. Chairman, I would have to say I have 
no comment on that today. 

Senator Holland, I had understood the comment of Dr. Schnittker 
to be equally applicable to both sugar and wool, which we consider 
somewhat together because they are the two large deficit crops which 
we do produce in the United States, but not of sufficient amounL And 
we are supporting our production here and encouraging production, as 
you know, by very expensive programs. 

Senator Young. Well, Mr. Chairman, if I may take a little excep- 
tion. We are not encouraging sugar beat production in this country — 
we are limiting it. We won't let the farmers produce what they want 
to. 
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Senator Holl.\nd. Well, we are encouraging production in that un- 
less we had the higli prices that are maintained as compared with the 
world market generally, we, I know, in the sugarcane areas would not 
be able to interest as many people in producing sugar as we do. And I 
thought that same situation obtained in reference to beet sugar. 

Senator Young. No, The farmera in my area — and I think it is true 
of much of the western half of the United States — there is nothing 
th^ would like better than to produce more sugar beets. 

Senator Holland. On the world market? 

Senator Young. We would like to have a little bigger share of our 
own market. 

Senator Holi-and. I understand that, and so would our people, very 
greatly. But we would not be able to intei-est our people without the 
market that is created and maintained by our sugar legislation. 

Senator Young. If we had a little tariff protection, the same as 
other countries have for their own producers, we would be all ri^t, 
and we would not need a sugar beet pr(^ram. 

Senator Holland. One more question, on tobacco. 

Of course, tobacco is a very large export item so far as our agri- 
culture is concerned. 

Is tobacco substantially affected in any way by the negotiations! 

Dr. ScHNTTPKER. It is, Mr. Chairman. I included it with the croup 
I mentioned early in the hearing, with soybeans, tallow, horticultural 

groducts, as substantially affected by the negotiation. We expect real 
anefits in this area. 

Senator Holland. But you are not able to announce to the tobacco 
producers or to the Nation at this time what the d8ta.ils are on this? 

Dr. ScHNriTKER. Unfortunately not. 

Sraiator Holland. AJl right. 

Senator Boooe. Mr. Chairman — I just want to ask if there was an 
attempt made to seek the elimination of the gate price under the 
variable levy system as applied to poultry products and agricultural 
products generally 1 

Mr. Hedoes. Mr. Chairman, I can answer this question. Unfortu- 
nately the answer is not very comfrating to the poultry industry. I 
mean the results are not comforting. But we made a major effort in 
this negotiation, as we pledged we would do when we seH^led the so- 
called poultry war, to try to negotiate in the Kennedy round improved 
access or restore our access to the European Economic Community 
for poultry, and we failed. 

Senator Boggs. They I'ust would not negotiate on that point, 

Mr. Hedges. But we liid make a major effort, not only with respect 
to the variable levy on poultry, but with respect to variable levies on 
a lot of the other products. I can say this— that in this neg^ation, it 
was also a major objective of the Community to get international wa- 

?roval of their system, and to get other countries, particularly the 
Tnited States, to accept offers in terms of the variable levies. 
We were not able to get positive results in the way of reducing the 
trade restrictive effects of those variable levies. But in every instance 
we refused to accept an offer that was made to us in terms of the 
variable levies. 

Senator Bonos. Thank you. 

Senator Holland. I noticed in the press that a part of this whole 
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package will have to come back to the Senate by way of a treaty or 
ratification. 

Just what part of the whole agreement is subject to that condition? 

Dr. ScHNiTTKBR, This will be the cereals agreement dealing with 
world trading prices for wheat and with the food aid padiage. 

This follows the precedent of the International Wheat Agreement 
which has, I believe, been approved by the Senate now four or five 
times as a treaty. 

Senator Hoixand. It is only that part of the agreement that will 
come back in the form of a treaty or ratification by the Saiate. 

Dr. ScHNiTTKEH. So far as agricultare is concerned. The Senator 
understands that a portiwi of the chemicals negotiation having to do 
with the American selling price also comes to the Congress at a later 
stage. 

Senator Holland. Speaking of industrial effects generally, is thai 
the only part of the agreement : that is, that relating to chemicals, tftiat 
will come back in the form of a treaty ? 

Dr. ScHNrrrKEai. That is correct. That, sir, would be in the form of 
an amendment to the basic law, and it would have to go to botJi 
Houses, not simply to the Senate. 

Senator Holland. Thank you. 

Senator Mondale? 

Senator Mondale. Thank you, Mr. Chairman. 

As I undestand it, for some time during the negotiations, the Com- 
mon Market countries asked for a limitation on grains of 10 percrait 
on the amount that we would be permitted to share in the Common 
Market agriculture market. We held out for 13 percent. Then very 
near the final hour of the a^^reeuaent, this agreement to agree on a 
percentage was shelved, and in effect we took a chance on what the 
future trends of Common Market self-sufiiciency would be. 

Have we prepared a projection over the next 5 or 10 years upm 
which we could intelligently judge what this is liable to result in in 
terms of the highly attractive American dollar market for agricultural 
products in the Common Market ? 

Dr. ScHNiTTKER. Well, we have several projections. It depends 
upon which eccaiomist 

Senator Mondalb. Which one do you believe ? 

Dr. ScHNnTKER (continuing). Or group of economists (Hie talte 
to. My own judgment, Senator, is that we have a good chance to con- 
tinue to expand our grain exports to the European Economic Com- 
munity, particidarly for feed grains. The growing market there has 
been in feed grains. Wheat has been a fairly stable market. 

In this area exporting countries together, induding the United 
States, have been sharing in t^is market to the tune of about 14, 13, 16 
percent. 

Senator Mondale. In feed grains. 

Dr. ScuNiTTEJQR. No; in grains graierally. Our minimum positi<H) 
was that we wanted a guarantee of not less than 14 percent — not the 
13 that the Senator mentioned. 

The most the community was willing to offer was 10 percent to 
cxj)orters, although at one stage late at night they mentioned pos- 
sibly 1 1 percent. We concluded, in an effort to break a deadlock in 
grains — and there were deadlodts at that time in other areas of the 
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negotiation — we concluded that we would never be able to get any- 
thing meaningful and effective on this scor^ and rather than press 
further in an area where the offers were worthless and where we con- 
cluded that they could not improve their offers substantially, we with- 
drew our demand for guaranteed access, and in effect we go back to 
the situation we are in at the present time. We have had no guarantee 
in the Community in the last 5 years. We have had a growing market. 
We rely, then, on developments which are as yet unknown, but here w© 
think there is at least a good chance that the market will continue to 

Senator Mondale. But we take the chance that should their own 
production increase, that they can imjKJse this variable levy upon us, 
and in effect squeeze us out of what we hope will be our lai^ market 
there. In a sense, instead of agreeing to a percentage figure that surely 
would have hurt us, we are taking our chances on the hope that past 
experience will continue to be our experience in the European mark^. 
Dr. ScHNiTTKER. That is right. It is a calculated risk. We concluded 
that the figure they were offering us would probably never be effective 
in the S-year life of this agreement. They would not go beyond 3 years 
in giving us this kind of an access assurance. And ifc was concluded 
by Secretary Freeman and myself and others within the adminis- 
tration that we could not bring back to American farmers and to 
the Senate a guarantee of, say, 10 percent of the European market 
when we have been getting 15 percent of it. I do not think that that 
kind of a thing would sell to the fanners, and it was my judgment it 
would not sell to the Senate. 
Senator Mondale. One final observation. 

Now that we have broken through one precedent by way of this 
food aid agreement, so that these nations on a continumg basis have 
pledged themselves to a contribution to the food-deficient countries, 
has any thought been given to the proposition that now those of us 
who are part of these agreements should go to the Soviet Union, and 
ask them to contribute to this same pot. 

Dr. ScHirrrTKEE. That is not excluded. The Soviet Union has been 
a member of the International Wheat Agreement since 1962, It has 
been in the mind of the negotiators and tlie Director General of the 
GATT to keep open the possibility that the Soviet Union would be- 
come a member of this cereals agreement, and plans are underway to 
broaden the final negotiating conference to write the document, which 
is not yet fully written, to include the possibility of inviting countries 
such as the Soviet Union. 

Senator Mondale. Even apart from the possibility of that broader 
new relationship, would a first step of asking them to join on this one 
basis, contributmg to this food aid, be worthy of pursumg? 

Dr. ScHNrrrKER. Senator, I believe the Soviet Union and other 
countries that participate in the final negotiating conference would be 
invited to sign on to the provisions of the agreement having to do with 
both price and food aid. 

Senator Mondale. No further questions, Mr. Chairman. 
Senator Holland. I have a question coming from Senator Hicken- 
loapet. 

If feed grains are not included in the cereals agreement, as you have 
indicated, are they included in any other way in the result of the 
Geneva negotiations? 
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Dr. ScHNiTTKER. Feed grains are included in a very marginal way in 
the grain agreement, particularly in view of the fact that there will 
be some coarse grains used in the food aid program. 

In other parts of the negotiation, feed grains would be included 
primarily as byproducts — milling byproducts and so forth, not feed 
grains directly. 

Senator Holland. A while ago you said that Mexico might be 
affected as to crops which she exports to us and we import from her, 
where she was not the principal producer of those crops. 

As to what crops do you regard Mexico as the principal supplier 
among the importers which we have, counting all importers! 

Dr. ScHNirrKER. Mr. Hedges will be able to answer that. 

Mr. Hedgfs. Mr. Chairman, I would not be able to give you all 
the details. It would simply be a statistical fact which I do not have at 
hand. But for example, I believe that Mexico is the principal supplier 
of such items as fresh tomatoes and fresh strawberries. 

Senator Hollant>. And also of citrus, both fresh, canned, and con- 
centrated, is she not? . M- ■ I 

Mr. Hedges. I am not sure that she is the priHcipal supplier, Mr. 
Chairman. It is just a question of fact I am not certain of. 

Senator Holland. I wish you would supply the answer for the 
record, because it is a question of fact, I know what that fact is, and I 
want the record to show what it is as coming from you gentlemen. 

(The information is as follows :) 

Major agricultural imports of which Mewico is (fte principal supplier 
U.S. tariff schedule : Deicriptian 

100.45 Live cattle, weighing 200 pounda or more but 

less tban 700 ponnds each. 

135.16 Beana, other than lima. 

135.75 Corn on the oob. 

136.91 Onions. 

137.01 Peas. 

137.10 Peppers. 

137.50 Sqnaah. 

137.60 Tomatoes : If entered during March 1 to July 14. 

137.63 Tomatoes : if entered during November 15 to last 

day of following February. 

14S.20 Peanuts. 

146.50 Strawberries, fresh, if entered other tban June 15 

to September 15, 

146.72 Strawberries, (rosen, 

147.22 Umea. 

147.31 Oranges. 

147.90 , Msngoes, fresh or prepared or preserved. 

148.15 . Canta loupes : If entered any time Mclusive of 

' August 1 to September IS. 

148 .20 Watermelons. 

14S.90 Pineapples, fresh lo bulk. 

161.81 Pepper, capsicum or cayenne or red: not ground 

(Asahelm and Ancho). 

184.52 Cottonseed oil cake and oilcake meal. 

192.55 Broom corn. 

Senator Holland. We appreciate your coming. We are sorry that 
you have been inhibited from speaking more freely. We have no 
criticism to make of that. 

Mr. Hedges? 
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Mr. Hedges. Would yon permit me to mnke just a short statement, 
Mr. Chairman. It would be this. I personally am convinced that when 
all the details are known, that it will be accepted that we have coa- 
cluded nn arrangemmt that is fair to the American fanner and one 
which does offer the possibility of expanding U.S. exports of agri- 
cultural products. However, I am prompted, on the basis of the ques- 
tion that Senator Young asked earlier, na to where our exports of 
wheat would be expanded— to say that U.S. agricultural exports have 
historically expanded in direct proportion and direct resptmse to the 
general economic growth of the free nations of the world. And the 
objective of this general cut in tariffs across the board, in industrial 
as well as agricultural products, was certainly to expand eccmomic 
growth, and I am sure that will be the result. 

So probably it is fair to say — it is safe to predict — that the in- 
direct benefits to American agriculture from this tariff negotiation 
will be at least as ^^eat as the direct braiefits from reductions in agri- 
AulttiTftl tariff barriers around the world, 

XWk you. ^ 

fleoftor HcHjjijMf Well, I am sure we all hope that will be the 
csjK. I have nottcra, however, from your testimony, if I have under- 
stood it, that bgfh feed grains and nee are practically excluded from 
any possibility of benefits except by indirect beoiefits. And they are of 
course very important areas of production. 

Dr. ScHNiTTKER. I think it is of some importance, Senator, that 
feed grains are the U.S. agricultural product that benefit the most 
from faster economic growth abroad, because as economies improve 
and incomes rise abroad, they become consumers of bread, and then 
chicken, and then pork, and then beef, and this expands the feed grain 
market tremendously. 

Senator Holland. And milk. 

Dr. ScHNrrTKER. And milk. 

Senator Holland. Y^. I agree with you. There will be indirect 
benefits if this agreement results in general economic improvemait. 

We will await with a great deal of interest more specific details. I 
think they should be made available now, because people have been 
waiting now some years to know how they are affected. But I realize 
that decision is not in the hands of you gentlemen. 

We thank you for coming here. We appreciate your appearance. 

The record is closed except for the inclusion of such statements as 
we may receive from Senators and House Members to add before the 
record goes to the printer for final printing. 

I understand that the statement of the Farm Bureau has just arrived, 
and I ask that that be included in the record — the American Farm 
Bureau Federation. 

(Tlie statement is as follows :) 

Ambhioan Farm Bureau Fbdebatton, 

Waghinffton, B.C., Mav IB, 1967. 
Hon. SpessabdIi. Holland. 

Cha-irmttn, Subcommittee on Agriavltiiral Production ati-d Marketinu of the S«i- 
atr Committee on Affrioilture and Forestry, U.S. Senate, Wa»hiiiglon, D.C. 

Drar Sbhatob Holland: Parm Bureau has bpen ritally <^oiiceniPd wttb the 
rtxtng imiKirt'j of dairy priiducts and their effect on net incomes of rtairy fannera. 

On February 16, 1M7, the Fann Bureau toolt the initiative in requesting the 
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Executive Brancli of the soTernmeaC pronely to implement existing laws tiiat 
could effect! velr deal witb tbia problem. 
This iurolved two reconunendationB ; 

(1) A letter to the Secretary of Agriculture recommending that Section 
22 of the Agricultural Adjustment Act be implemented to prevent circnmven- 
tion of existing quotas on dairy prodncts. This called for an immediate 
investigation by the Tariff Commission to determine if imports of dairy prod- 
ucts are disrnpting tlie dairy price support programs of the USDA. 

(2) A letter to the Secretary of the 'ri'eaaury recommending his immediate 
investigation, under the U.S. Anti-Dumping law, to determine IC dairy prod- 
ucts arc being sold in the United States at a price "less than fair valtie." 
Evidence was cited to indicate that certain Western European countries are 
selling hutterfat-sugar mixtures to the United States at "dumping prices." 

As a result of the Farm Bureau reconuuendation, the Secretary of Agriculture 
recommended that Section 22 be Implemented, and the President instructed the 
Tariff Commission to initiate an investigation. The Commission held hearingr^ 
on May 15-16, 1967. 

Attached Is the statement which Farm Bureau presented to the Tariff Com- 
mission. We believe it sets forth clearly the facts with regard to Imports of 
dairy products and Mtabllshes the fact that Increased Imports of these products 
have disrupted the price support program for milk and butterfaL Farm Bureau 
urges action which would result in the President of the United States restricting 
dair? Imports under the authority In Section 22 of the Agricultural Adjustment 
Act 

We respectfully request that this letter and the attached stat^nent be included 
In the Hearing Record with respect to S. 612, the Dairy Import Act of 1967. 
Sincerely yours, 

3<mv C. Ltd I*, 
LetHalative Director. 

Statbuent ov Rooeb Fleuino, Secbbtabt-Tbeasubeb add Diseotob, Wabhihci- 
TOiT OrpicE, AuEEiOAiT Fabu Bttbkau Fedeeatiom, Before tee Tabiff Com- 
mission, Mat 15, 1967 

We appreciate the opportunity to present the views of the American Farm 
Boreati Federation with respect to the Importation of certain dairy products 
and the application of section 22 of the Agricultural Adjustment Act, as amended, 
which reads as follows : 

'■(a) Whenever the Secretary of Agriculture has reason to Believe that any 
article or articles are being or are practically certain to be Imported Into the 
United States under such conditions and In such quantities as to render or tend 
to render ineflFectfve, or materially Interfere with, any program or operation 
undertaken under this title ... or any loan, purchase, or other ivogram or opera- 
lion undertaken by the D^WTtment of Agriculture, or any agency operating 
under its direction, with respect to any agricultural commodity or product 
thereof, or to reduce substantially the amount of any product processed in the 
United States from any ^rlcoltural commodity or product thereof with respect 
to which any such pri^ram or operation is being undertaken, he shall so advise 
the President, and, if the President agrees that there Is reason for such belief, 
the President shall cause an Immediate Investigation to be made by the United 
States Tariff Commission, which shall give preced«ice to Investi^tlons under 
this section to determine such facts." 

We believe that (a) American type cheeses, including Colby, (b) cheese and 
Euljstitates [accessed from Bdam and Oouda, (c) Italian type cheese, whethw or 
not In original loaves, and (d) butterfat-sngar mixtures are — 

being imported In circumvention of Import quotas established nnder 
section 22, and 

being or practlcaUy certain to be Imported into the United States under 
such conditions and In such quantities as to render or tend to render in- 
effective, or materially interfere with, the price suMwrt program of the 
U.S. Department of Agriculture for milk and butterfaL 

Farm Bureau is the largest general farm organization wlUi a voluntary 
paid membership of 1,708,906 families in over 2,770 County Farm Bureaus in 
49 states and Puerto Rico. Many of these families have dairying as an Important 
farming enterprise, and consequently are mtich ooncemed with the factoia aftect- 
ing the markets for dairy produots as tbey r^ate to tiulr neClncotoe. 

79-611—87 17 
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We hare fnpport*^ Hie reoiprnpfll trn<1e aEreprapnts program Hnd n tl. 8. for- 
plltn trade policy dpsigni^ to rpilure rtrstrit-tions on world trade with nations 
which are prepared to offer reciiirocnl benpflts to U. S. ex[>ortH. If such a policy 
Itt to be maintained, it 1r es^^ential that we demonstrate that escajie claase and 
seetion 22 nt^ions provide a prompt and effective procedure for the prevention 
of injury or disruption dup to the inordinate iniTpasp of imports. This U e!^>e- 
ciall.v trne when such Imiwrts are in circumvention of existing lawn and rpgula- 

Farrn Bureau 1967 Policies state : 

"Spction 22 of the Agricultural Adjustment Aet should be retained as an 
essential safeguard to agricultural programs. However, domestic agricultural 
programs should be designed to minimize the necessity (or trade restrictions 
under this authority." 

In ft letter to the Secretary of Agriculture, dated Febniary 18. 1967, Farm 
Bureau took leadership in formally recommending the following action : 

". . . that section ^ be Implemented to prevent the circnmv^iUon of extsUnc 
quotas on dairy products. For example, nil butterfat. whether imported In the 
form of butter, butter oil, or butterfat-sugar misturea, should be covered by 
the same import nnota. Import quotas imposed under section 22 are Intended to 
prevent the disruption of the farm programs involved. Present quotas are not 
achieving this objective." 

On March 30, 1967, the Secretary of .Agriculture recommended the implem^i- 
tation of section 32 to the President who, on April 7, requested this investigation. 

Imports of dairy products in terms of milk equivalent rose from 906 million 
pounds in 1065 to 2.8 billion pounds In 1966. Most of this growth occurred in 
butterfat-sngar mixtures and Colby cheese. Under the current interpretatlMi, 
these products are not covered by existing import quotas. The following table 
presents the import situation : 

Importi, milk eguivaleTit, United Stale*, 1958-86 
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This dramatic Increaae has continued. Dally product Imports Into tlia Doited 

States totaled an estimated 800 million pounds, milk equivalent, In January-Feb- 
ruary — Kubstantlally above last year's level. Most of the Increase CMitinues to 
be in Colby cheese and butterfat-si^ar mixtures. Colby cheese imports totaled 
about 19 million pounds compared with T million pounds In January-February 
1966. Imports of butterfat- sugar mixtures amounted to SO million pounds In the 
same period compared to 3.1 million pounds in the preceding year. 

It is unfortunate that the Implementation of section 22 has been delayed to 
the extent that it already has. It Is obvious that foreign exporters a*e anticipat- 
ing action by the United States on Imports and are accelerating their shipments. 
There can be little doubt that these imports have seriously disrupted the U.S. 
l>epartment of Agriculture's price support program for millt and butterfat. For 
the first quarter of 1967, the Commodity Credit Corporation was forced to acquire 
2.3 billion pounds, milk equivalent, from the market in the form of butterfat and 
cheese and 168 million pounds of nonfat dry milk. This compare witiiecqniai- 
tions of 200 million pounds in milk equivalent and 132 million pounds of nonfat 
dry milk in the same period a year earlier. 

(Jur information Indicates that April acqlusltions continued at A mbatantlal 
rate. Net acquisitions for the 1966-1967 marketing year reached 2.7 WIHoii ponnila 
in milk equivalent. This has resulted In a substantial Increase In goTemtnent 
stocks of butter and cheese. 



db,Googlc 



DAIRY IMPOKT ACT OP 19B7 



In addition, commercial stocks of manufactiired dairy prodncbB are reported to 
lie u]> an estimated 40 percent from u yenr earlier. All atocka of manufactured 
dair; products currently are estimated at 5.5 billion pounds in miUc OQuiyalent 
compared with 3.4 Milton pounds a year earlier. Tbe foUowiug table indicates 
OCC iiiirchases of butterCat, cheese, and nonfat dry milk by montb for tbe 1966- 
1967 marketing year : 

fin millions of pounds] 
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We believe that Oolby, cheddar, washed curd, aud granular cheeees should be 
included under import quotas for American type cheetea. All of them are similar 
and onder Food and Drug Administration regulations may be laljeled "American 
cheese" when processed. Cheddar cheese was the only American cheese In Inter- 
national trade in 1936 when the first trade agreement on cheese was negotiated, 
and this probably is the reason the designation "cheddar" i-s used In the Tariff 
Schedules ratter than "American." It was natural fnr the designation to be 
carried orer into the original section 22 action In 1953. Colby's prominence In 
U.S. imports obviously has come about hecause it can be substituted for cheddar 
In circumvention of the purpose and intent of the section 22 quota. Therefore, 
we recommend that the quota designation be changed to "American cheese" and 
that all "American cheese" types be included thereunder. 

The Commission is well aware of the many attempts that have been made to 
circnmvent the "butter" qnota. In 1957 the Commission investigated the importa- 
tion of a product called "exylone" which had a 76.8 percent buttertat content, 
15.2 percent moisture, 8.2 percent su^ar. and a trace of vanilla. "Exylone" was 
used almost exclusively In the manufacture of ice cream. The Oommlssion found 
in 1957 that "exylone" was a subterfuge to evade the butter quota. For this reason 
the Crtmniis.^on determined that there was no base period for "exylone" and 
that the quota restriction under section 22 would therefore be »ero. 

The butterfat-Bugar mixtures now "traveling" under such names as ]nnex. 
isex, grapex, and lorex just as obviously are devised to circumvent existing im- 
port quotas. Since the Tariff Commission's ruling on "exylone" applied only to 
products containing 45 percttit or more butterfat, the "new" products contained 
just under 45 percent. We do not believe that this type of product manipulation 
should be permitted to succeeafully evade quota restrictions. 

In 1966 imports of junex and similar products reached 106.5 miillMi pounds. 
the equicalent of 88 million pounds of butter. This is more than one-balf of the 
109.1 million ponnds of butter on whlrti the Commodity Credit Corporation took 
delivery during the 1066-1067 marketing year. TVe believe current bntter and 
butter oil quotas should include all articles containing buttertat except cheeses, 
casein, and manufactured articles packaged for retail. To achieve this purpose, 
the following Customs designation Is recommended : 

"Articles containing butterfat, the butterfat content of which is commerdally 
pxtractable. or which are capable of being used for any edible purpose for which 
products containing butterfat, the butterfat content of which is commercially 
extra ctable, are used." 

We l>elleve that this definition would stop future as well as present clrcum- 
Tpnf inn of the import quotas for butter. 

We further recommend that (1) the present Edam and Gouda cheese quotas 
include not only cheese In original loaves but also cheese and substitutes for 
cheese containing or processed from Edam and Gouda cheese and (2). the cur- 
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rent quota on Italian type cow'a milb cheese Include all such cheese, whether 
or not in original loaves. 

We sincerely believe that the foregoing recommendations are necessary If ef- 
fective limitation of dairy imports Is to t>e obtained. We hope that the TarlfT 
Commission will promptly make such recommendations to the President so that 
effective action can be taken to help improve the net Incomes of dairy farmers. 

Import qtiotas oil dairy products curmtJy in effect 
Product : 

Cheese : Peuni» 

Cheddar 2,780. 100 

Blue mold 5.016,999 

Italian 11, 500, 100 

Edam and Gondn 9,200,400 



Dried skim milk- 



Dried bnttermllk— 



Senator Holland. The committee will rise. 

(Whereupon, at 12 o'clock noon, the committee was adjourned, to 
reconvene subject to the call of the Chair.) 

(Additional statements filed for the record are as follows:) 

U.S. Sbnatk, 
Washington, D.C.. May J8, J987. 
Hon. Allen J. Ellen deb, 

Chairman, Senate Comtnittee on Agriculture and ForeHry, 
aenate Office BuiUHng. Washinffton, D.C. 

Dear Ai.len : On January 21, Senator Proxmlre Introduced S. 612, which pro- 
poses to revise dniry import controls. This bill now has the cospoQSorship of my- 
xelf ami over half the members of the Senate. 

My purpose in this letter. Alien, is not to further develop the technical argu- 
mentH in favor of this legislation. That has already been done In the hearings 
by groups and Individuals far more familiar with the details than I am. Hie 
need for legislative action has been, I am sure, clearly and forcefully demon- 
strated. 

So, rather than describing the national picture again, I would like to speak for 
the dairy farmers of my state. Idaho isn't a big dairy producer, but our dairyman 
too are caught up in the nationwide price depression that first inspired S. 612. 

Dairy farmers and organizations in my state believe the bill to be a good one. 
I have received many letters of support. They have convinced me, and I offer my 
full lacking for S. 612. 

Thanking you for this opportunity to present the views of Idaho dairymen, I am 
Sincerely, 

rHANE OHUBCK. 



Mr. Chairman and members of the subcommittee, I am pleased Co be a cosponaor 
of S. 612, the Dairy Import Act of 1967. 

It la imperative that there be effective import controls on dairy products as 
intended by the Congress when it enacted Section 22 of the Agricultural Adjust- 
ment Act it U.S. dairy farmers arc to have any opportunity to achieve parity 
prices In the market place. 

Dniry farming, while yet a small industry in the State of Alaska, is a poten- 
tially imiMirtant segment of our economy. It should be nurtured mo that we may 
have fresh milk for our growing population. In the next several years we an- 
ticipate an influx of people to luirtlciiuite in the development of our resources. 
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We will need fresh fluid milk for that pnrpose, and we will need a price level 
for fanners Uiat will underwrite their production costs. The cost of producing 
milk in Alaska is high primarily because of our short growing season, the liigh 
cost of transportation into and around the State, and the tact that dairy produc- 
tion does not come naturally. But our dairy farmers are persistent, and our big- 
gest cooperative, the MatanUHka Maid, is thriving. 

The control of Imports througli quantitative limitations cannot be considered a 
departure from previous Congressional policy regarding agriculture or In any 
way inconsistent with our foreign policy goals. 

Agricultural products have been anbject to quantitatiye Import controls since 
passage of the Agricultui«l Adjustment Act. Section 22 of that Act waa specl- 
flcally designed to ])ermtt our other agricultural pn^rams to operate for the 
purpose of enbauclag farm Income to insure tbat U.S. farmers increase ade- 
quate supplies of food. 

Section 22 was enacted at a time when a primary goal of Congress was to 
enoournge foreign trade by reducing tariffs and minimiaiag other trade tmrriers 
UD<ler the Reciprocal Trade Agreements Act. The Dairy Import Act of 1M7 is 
consistent with this goal. It would better coordinate our agricultural policy and 
our foreign trade policy. Under the terms of S. 612, foreign trade in dairy 
products would become more systematized. Abnormalities would be eliminated. 

Our foreign trade In dairy products to the eitent authorized would not incite 
foreign nations to engage in the subsidization of exports to gain a greater 
»ihare of the American market. It would not engender a contest between our 
foreign friends to ship products into the United States in circumvcsntion of our 
Quotas for the mere purpose of enlarging their relative histories of shipment of 
products because under the Dairy Import Act of I96T, the level of Imports would 
be ^itablllxed. 

The total quantity would be known to all foreign nations, and It would be 
poKKible to apportion the available Imports equitably among the various dairy 
products and among the countries aspiring to participate In the program. 

Use of the 1901-H.1 base woutd be fair to foreign nations, as the base quan- 
tity would include imports outside established quotas ai well as those which 
nere made in compliance with the quotas established under Section 22. 

I would h(^>e, in apportioning the quota among the countries, some means 
wouid be found to prevent a favored position for those countries which Qagrantly 
violated our quotas thronglt the shipment of products which were In circumven- 
tion of the quotas. This could be accomi^ished in part by excluding the year 
19A6 from the base computation. 

The United States must control unlimited and undirected importation of 
dairy products If it Is at the same time to support and encourage an agricultural 
jiolicy designed to enhance farming incrane. 

We should recognize that practically every dairy-producing country operates 
similar programs designed to stabilize their Internal markets and to enhance 
prices for their farmers. These other countries through the operation of these 
programs sometimes accumulate surpluses much the same as we do In the U.S. 
The easiest method of disposing of surplus production for them is to export It 
through subsidies wherever it can be moved. The TJijlted States, however, la 
under no obligation to provide a market for the surplus production of other na- 
tions and particularly so at the expense of our own farmers. 

This coordination of goals as between agricultural policy and foreign trade 
policy is one of the most important tasks facing the Congress. This can be done 
through passage of S. 612 and at tie same time result in the rogularizntlon of 
foreign trade and in a more stable market (or American farmers. 

In addition to the need to coordinate our import control program to our 
agricultural ix>licj, we must consider the needs of consumers. Just a year ago 
we were all alarmed at the rapidly declining milk production. 

We know that, if consiuners are to have their requirements, prices must be 
sufficiently high to underwrite the cost of production. Thus a stable economy 
for domestic dairy farmers is the best assurance that can be provided so that 
our growing population may continue to have adequate supplies of fluid milk and 
dairy products on a reasonable cost basis. 

I would not want to impair the expansion of American agricultural exports 
which now total S7 billion per year. However, neither do I want one segment 
of our agricultural economy to suffer from unfair foreign competition. I believe 
S. 612 is designed to correct this situation. 

T ni^e favorable action on S. fll2. 
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Mr. CbairintkQ und memlwrH of tbe Rubcunuuittee, Senate Bill 612 U designed' 
to solve one of tbe most important problems facing dairy farmers In my state 
and tbroughout tlie United States. 

Dairy farming ie an important enterpriae in the State of Washington. In 1968, 
total millc production In Washington, at 2 billion ponnda, ranked IGth among 
hU the stntes. It ranked l.^th in the production of butter and 22nd in cheese. This 
volume of milk represents an adequate supply of milk to meet the needs of onr 
rapidly growing urban areati for fresh fluid milk and dairy products. In addltion.. 
we ship large volumes of manufat^tured dairy products such ua butter, n<»ifat dty 
milk, and cheese to other t^ectiuns of tbe country, particularly to large cities on 
tbe West Coast. 

In 1906, cash farm income from milk marketed by dairy farmers in Washington- 
amounted to about 95 million dollars. 

It is unfortunate that imports of dairy products have injured the domeetic- 
market Large volumes of imports can exert and awtfirently have eierted slg- 
nillcaut pressure on dairy farm prices. Further, they could seriously damage 
the markets that dairy farmers have developed over tbe years through cooperative 
action, thus negating the advances njade during the years in efttelent processing, 
bandling, and marketing of their member's milk. Bargaining strength so labo- 
riously developed, and needing much more development from its present level, 
will be reduced In accordance witli the d^ree to which imports captnre our 
markets. 

We should bear In mind that we are talking about tbe entire market for all 
dairy products in this country, includiui; fresh fluid milk, and not Just th«- 
market for butter, or cheese, or ice cream, and other manufactured dairy prod- 
ucts. Important as these are in furnishing an outlet for about half of all tbe 
milk sold from farms in the United States. 

Tbe (act that these large scale Imports of dairy products, by reducing prices- 
for manufacturing milk, also vitally affect fresh fluid milk prices in urban mar- 
kets, has been set forth In clear detail. 

8. 612 would establish such an effective system. Our farmers would know what 
to expect In regard to foreign supplies, and could plan their operations more 
effectively. Foreign dairy producers could plan on an established volume of ex- 
ports to u& Imports would not be barred, but would be based on historical levels, 
and would Increase or decrease In direct relation to expansion or contraction of 
the U.S. market. Subterfuge and evasion in tbe Importation of dairy products 
would be eliminated. 

I respectfully urge this subcommittee to recommend S. 612 favorably to tbe 
full committee. 

Stateuent of Hon. Wayne Mobbe, a U.S. Senator Fbou the State of Obeooh 

Mr. Chairman and members of the subcommittee, I very much appreciate your 
courtesy In permitting me to recommend to you favorable consideration of 9. 612, 
the Dairy Import Act of 1967 which I co-aponsored with a majority of my col- 
leagues in tbe Senate. This bill, in the view of many Oregonians who have written 
to me and whose letters I have previously brought to the attention of the sub- 
committee. Is of vital importance to the dairy Industry of my State. 

This industry adds about $83 million a year to Oregon's economy. This Is att 
annual cash farm value of dairy products to Ort^on's farmers of some $44 
million a year. Under Oregon law, operating through the Oregon Milk Stabiliza- 
tion Act, milk Is pooled and priced on a blend pricing system which Is directly 
affected by the price of butter, cheese and dry milk. The Increases In dairy 
Imports therefore lower the price level on Oregon dairy products which, in tarn, 
complicates the problems faced by a declining Industry. In liKS, Oregon had 
233,000 dairy cows. Currently, it hna only 122,000 dairy cows. Support for this 
measure has been urged to me from the President of the Oregon Dairymen's 
Association, Mr. Dale Scheller of Hillshoro, Oregon, In the north central portion 
of the State ; Mr. Jeff Westover of Eagle Point, Oregon, which is located In the 
southern part of the State; by Miss Vesta Mark, Secretary of the Clackamas 
County Jersey Cattle Club, adjacent to Portland, Oregon; by Mr. and Mrs. 
Ted Zylstra of Dayton, Oregon, In the Willamette Valley ; by Mr. Joe S. Simmons, 
Executive Secretary of the Oregon Milk Producers, Rickreali, Oregon; by Mr. 
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and Mtb. Clayton McCall of Amity, Oregon; by Mr. Orb Uorton of tlie Big U 
Dairy in Canby, Oregon, and by otber OregonianH, Including Mr. HoUis Bice of 
Kicltreall. 

As I bave indicated, tlieir letters have beea made a part ot yonr record earlier 
and I know tbat these individuals are representatlTe of Oregon's dairy industry 
and speak for their neighbors and aasociatea. 

Thank you. 

. Sekatob From thb State of 

Mr. Chairman, I welcome and appreciate the opportunity W present to this 

most distinguished committee a statement on behalf of 4,(i00 dairy farmers In 
Vermont In supi>ort of the Dairy Import Act of 19CT, 

^'ermont Is an agricultural state with over 40% of the total area in farm land. 
Our agriculture is predominantly dairying. But the plague of unchecked dairy 
imports is resulting in a serious threat to our future domestic production. 

In my mind, it is most ironic that our most productive industry is being penal- 
ized by an Adiniuiatration that refuses to protect the dairy farmer against low- 
cost and usually govern men t-aubsidiied dairy products from abroad, especially 
now when so many segments of our industrial economy arc booming and are be- 
coming prosperous because of war-time trade. 

This apparent undeclared war against tliose people who work so hard and: 
receive so little stands out as a sore thumb because It has been identified so 
many times and could easily be remedied if the President or the Secretary of 
Agriculture were to act under the provisions of Section 22 of the Agricultural 
Adjustment Act of 1938. If the authority on the statute books were utilized Just 
once to help the farmer, the unhappy state of affairs existing on our farms would' 
soon be reversed. 

The time for action is now. Otherwise our entire agricultural economy is lU' 
jeopardy. 

There is no disputing the facts. The accelerated Increase In dairy imports has 
reached crisis proportions and has had an adverse effect on the Vermont ecoQ- 
oniy. For example, the 1952 milk production on Vermont farms totaled 1!^ bil- 
lion pounds. After a thirteen year period of steady growth, milk production 
totaled over 2 billion pounds. In 1SG6 the trend in milk production was reversed, 
This was at the same time that the United States imported dOO million pounds- 
of milk equivalent in the form of dairy products. As that figure tripled to 2.8 
billion pounds last year, Vermont milk production decreased by 5.3% or 39 mil- 
lion pounds from the 1965 level. The accelerated decline which occurred in 19(16 
has continued through the first quarter of 1967, and while our farmers are going 
broke, the Administration, I am sorry to report, plans to allow 4 billion pounds to 
enter the United States during this year. 

In the last two years, 1500 Vermont dairy (arms have gone out of agriculture. 
The annual rate of decline amonnta to 20%. The rate of decline and the number- 
of Vermont farms indicates that a serious situation Is faring our primary Indus- 
try. The foreign imports are destroying their markets and threatens the future 
of our dairy industry. 

Vermont Is the principal dairy area of New England, BUK>lylng the high quality 
fresh milk in the Massachusetts-Rhode Island area for the past thirty years. But 
under the prevailing conditions, our record employment and consumer Income- 
fiuid milk production have depressed and fallen. 

The disgraceful situation may be further illustrated by comparing the number 
of dairy cows and heifers on our farms. In the ten-year period 1655-1965, the 
number of dairy cows declined from 320,000 to 260,000 head, a 17% decline over 
a ten-year period. 

Since J9G5, cow numbers have declined by 33,000 animals or a 12% decrease 
during a two-year period. The number of cows in miiir production Is sUll falling, 
portending shortages and, eventually radically higher prices, that will be needed' 
unless the dairy farmers are to be sacrificed to Imports of foreign dairy products. 

One tiasic undisputed fact vividly illustrates the present day reality of Oie 
problem. The United States' restrictions on dairy Imports have proved nearly 
useless as Interpreted and a^^Ued by the Dei>artmeiit of Agriculture. The con- 
tinuous increase In imports of dairy products poses a serious threat to Amerlcaui 
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dairy farmers unless effective Import coDtrole are enacted in this sepelon of 
Congresg. 

iSiTtbermore, import controls are a necessity to provide an opportonity for 
dftiry farmers operating in our high price and high wage economy to compete 
free from inroads of large suppliCfS of foreign products made cheap through 
snlisidy arrangements. 

Tb{> farmer is not asking for special favors, but tie is and should be entitled 
to tiis fair share of the fruits of the American way of life which pr^ently are 
being denied him. 

Their parity is down to 14% and is going still lower. This is the lowtet war- 
time farm parity in American history. Tet, iie must buy bis machinery, pay his 
taxes, hire bl^ labor and purchase other commodities in a ]00% market. 

Information determined by the U.S. Department of Agriculture discloses that 
prices and returns to northeastern producers are not ouiy sfgniflcantlr lower 
than those of eastern Wisconsin producers, but al^o have failed to keep pace 
since 1965. Milk prices to northeast dairy farmers averaged $5,96 in 1966, up 
about 11% from 1965 and up only 7% from 1957-.')9. 

Gross farm income of the dairy farmers In 1906 was about 64% frran 1057-58 
but increased operating expenses were sharply higher in the northeast <70%) 
than tbey were In most other markets. 

Net farm Income on tlie average dairy farm, which has about 34 cows, in the 
central northeast In 1966 was $8,531, up only 52% from 1957-59, as contrasted 
with a net Income of $9,650 on the average Grade A dairy farm in eastern Wiscon- 
sin, whicib showed a gain of 82% from 1957-59. 

From 1965 to 1966, net Income to the northeastern producer increased 4&^, 
compared with an Increase of 58% to the eastern Wisconsin producer. 

After charges at the rate of 4.1% for capital, the return per hour of work of 
the operator and bis family labor for the northeast dairy fariner In 1966 was 
only $1.21, which amounts to only 47% of hourly returns to production workers 
in manufacturing In Massachusetts ($2.I>T) and 44% of such hourly returns In 
New York State ($2.77). While this is a silght imiirovement since 1958 In the 
dairy farmer's position, it is little comfort, for ail their skills and managem«it 
earn less than the minimum wage ($1.40 per hour). These figures show that re- 
turns to dairymen in the northeast are deplorably low In relation to industrial 

fistlmates by the U.S. Department of Agriculture Indicate that the total farmers' 
debt In 1950 was $10 billion ; at year end 1906 a total of about $44.9 billion. 
These are farm real estate mortgages and chattel mortgages on livestock and 
machinery that are recorded. The figures do not Include private loans and com- 
mon bank loans. 

Ihirtbermore It is estimated that there would be 3,4 million farms in opera- 
tion on January 1. 1967. The number has already dwindled to under 3 mllUon, 
This makes abont 2,5 million farmers since 1949, lai^e and small alike, who have 
looked elsewhere for a livelihood. And unless something is done, our dairy In- 
dustry will continue to decline with more farmers selling their herds and, in 
the end, the consumer will be faced with short supplies and high prices. 

As I have shown, a crisis has developed, but there Is a way to put an end to 
this problem. The Dairy Import Act of 1067. which I was privileged to coBponsor, 
Is designed to remedy the situation In a realistic and sensible manner. 

It would pemUt the continued import of dairy proditcts ta»ed on the average 
annual rate of imports for the Ba«e f/'^ar 1961-1965. If domettio coniumpfion ftt- 
creaned or decreased, the import gvotas ujonld 6e increased or decreased by 
corresponding amounts. 

Additional Quantities of imports would he permitted if the President finds 
tuch action is required Bj/ over-riding economic or national security interests 
of the United States. However, no additional imports would Be permitted under 
this provision at a time when prices received hp dairy farmers for mUk on it 
national average are at a level less than parity, imleis the Secretary thaU re- 
move front market a corresponding quantity of dairy products. This bin wouU 
doge the loopholes through which an estimated 4 billion ponds of milk equivalent 
l» eo'pected to tie shipped into the country this year. 

The dairy farmer ia In trouble and it Is In our best interests that we come to 
the rescua As our urban areas become larger, there is a tendency ti> forget the 
outstanding Job done by our farmers. One farmer can now feed thirty-seven 
Americans, molting most of the wnrlt force nvnilal>lp to produelnE other products 
and services. 
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For OQT dalr; f armerB to be able to contlDiie In bnslnese, the; mtst bave Bome 
assurance tbat foreign aurplnaes will not be allowed to undermine tbelr domestic 
marliets, especially after they hare JliBt redticed domeertlc milk production to 
maU^i coDHiuner requiremeutfi. 

Passage of this Act will provide our dairy farmers with the incentive to 
continue producing milk and wUl restore to health our dairy economy. The Dairy 
Import Act Is reasonable legislatlMt. It tecogniied the saga of the American 
farmer who has made the American agriculture the greatest snccese story of 
all times. 

Statement of Oeoime 8 

The National Federation of Independent Buelneea appreciates the (qiportnnlty 
to submit this statement in support of 8. 612. 

The National Federation of Independent Business la a. nationwide organiza- 
tion composed of almost 235,000 independents In all pbases of commei-clal enteF> 
prlse and the profeBsions throughout the fifty States. 

Our membership Is a representative cross section of the nation's entire basineas 
community at the retail, wholesale, manufacturing, service and profesalimal 
occupational levels. Our policies are determined by a direct poll of the members, 
the majority vote on each ieeue being the deciding fector. Therefore, this 
majority position of our large membership distributed through all the States, 
and very representative by type or trade of all the nation's 4.7 million small 
buslnessee, should carry considerable weight Inasmuch as It no donbt fairly 
accurately reflects the opinion of all independents. 

While we have not polled our members on the specific bill now before tWs 
Committee, I would like to point out that during the 89th Congress, we did p(ril 
our members on 8. 3273, Introduced by Senator Proxmire, which Is similar to the 
legislation which yon are presently considering. The results of this poll showed 
that 64% of our members were in favor, 25% were opposed, and 11% expreMed 
no opinion. For yonr Information, we would like to present the poll, as It went 
to our members: 

"IFrom the MaDaate, BnlletlD No. 312] 



"D For D Against n No vote" 

Following are brief arguments "For" and "Against" which oar members were 
asked to read before voting: 

"4. Argument for S. 3273 : Priqxinents of this bill say it Is a major step ia 
Insuring the dairy farmer a proper share of the nation's prosperity. Moreover, 
It Is long past due for these Independent farmers to start 'reaping what they have 
sown.' Demand for milk la Just starting to catch np with the supply. But anch 
recent gains could be totally wiped out if the easy Import policy Is continued. 
Additionally, such imports not only depress dairy incomes, they cost the tax- 
payer—this means you. This is so because for each pound of butter and cheese 
imported from abroad the government is compelled to purchase an equal amount 
of the domestic produce under the price support laws." 

"4. Argnraent against 8. 3273 : The Federal Tariff Commisalon Is charged with 
the duty of regulating Imports. Opponents say. In effect, this bill seeks to impose 
the will of Congress on the Commission. While no one would suggest that foreign 
dairy producers should prosper and grow while domestic farmers suffer, it must 
be assumed at the same time that good reasons exist for the Import pf^dee 
followed heretofore, it has beai bome out many times over that trade and ex- 
change are beneficial to the welfare of this nation. If It Is in the national interest 
to participate in trade agreements, a sudden stowage could work many hard- 
ships in international relations." 

Shortly after this poll was taken, the Federation putout a press release showing 
the voting in each State on S. 3273. We have attached a copy of this release to 
our statement, and ask that It he made a part of the record. 

In conclusion, based on the results of the above mentioned poll, the National 
Federation of Independent Business would like to go on record as being strongly 
In favor of passage of S. 612. 
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The Bbdef Facts 

Senator WiUIam Proimire, Wiseonaln, baa before the Congress a bill known 
aa S. 32T3 to limit the Importation of dali? prodncts. At present, not only are 
Imports steadily Increasing, bnt under the price support law, the Oovemmeot 
Is compelled to purcltase for snrplns commodity Btorage an amount of domestic 
production tbat Is equivalent to the import volume. This Proxmlre bill was 
presented to a nationwide vote by the National Federation of Independent Btud- 
uees, with 64 per cent In favor, 25 per cent opposed, and 11 per cent undecided. 

The nation's dairy farmers and processors are getting a pretty "cheesy" d^. 
In addition, insofar as the American taxpayer is concerned, there Is an odor of 
Over-rlpe Llmbnrger. 

That seema to express the attitude of the nation's independent business pro- 
prietors. By a majority of 64 per cent, they vote In support of the )>111 Introduced 
by Senator WiUlam Proxmire, Wiscoosin, to limit the Imports of dairy products. 
The poll conducted by the National Federation of ladepaident Business also 
shows 25 per cent opposed, with 11 per cent undecided. 

In the vnte was per cent In favor, per cent 

(Name of State) 

Opposed, with per cent undecided. 

The problem, according to Senator Prosmire, is that there Is being permitted 
almost unlimited Imports of foreign produced cheese and butter which depresses 
:the price received by both American dairymen and dairy processors. 

Butter Is another Import item and although importation Is held down to 707,000 
ponnds per year, butterfat products known as bntter oil and exelone are brought 
Into the U.S. In large quantities. These are then processed Into butter and ice 
cream. 

In addition to the economic losses suffered by domestic farmers and processors, 
the American taxpayer Is also said to be bearing a big burden. Dnder the price 
support laws, the Government Is compelled to buy as sur^dus commodity an 
amount of daily products equal to the Imports In order to minimize the losses 
to dairymen. Senator Proxmlre claims that since 1959 the taxpayer has paid twice 
the value of every pound of Imports. 

Commenting on the situation, Federation president C. Wilson Haider says, 
"This is, of course, a completely ridiculous situation. In fact it Is doubly rldlcQlous 
Jtecause it not only hurts American agriculture and business, bat is also ridlcoIoUB 
that the American taxpayer Is forced to subsidize foreign dairymen." 

( State breakdown flgnres follow ) . 
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M; Dame in John C. York. I am General Slanager of Eastern Milk Producers 
Couperatlve Asaoclation, Inc. Our offices are located in suburban Syracuse. The 
mailing address is Kinne Road, Syracuse, New York 13214. 

I am subnkittlng this statement on behalf of Eastern Milk Fioducers Coopeia- 
tive Association, wbich favors the enactment of S, 612, the proposed "Dairy 
Import Act of 1967", 

I. STATIJS OF EAeXEBH MUJC PBODUCEKS CTOOPEKATIVE ASSOCIATION 

Eastern Milk Producers Cooperative Association, Inc., is an association of 
flniry farmers incorporated under the cooperative corporation laws of the State 
of New York. It Is a qualified cooperative under the provisions of the Federal 
statute known as the Capper-Volstead Act (enacted February 18, 1022), in 
accordance with a determination by the United States Secretary of Agriculture. 

Eastern Milk Producers Cooperative Association has a membership of approxi- 
mately 10,000 dairy farmers who are engaged in the production of milk suitable 
.for fluid consumption, that is, for sale as bottled milk or bottled cream. Their 
farms are situated in the northeast, and preponderantly in the States of New 
York and Pennitylvania, A portion of the milk Is sold for fluid consumption la 
the New York-New Jersey market and in other markets in the northeast The 
portion which is not so di^qmsed of ftnds its way into manufacturing channels, 
including ice cream and cheese. 

In the New York-New Jersey market, where most of our milk is shipped, 47.8 
percent of all deliveries by producers in 1965 was used to make manufactured 
dairy products, or was sold in competition with "non-farm inspected" cream. 
Of the 47.3 percent. 7.6 percent was used In the manufacture of "frozen desserts 
and homogenized mixtures", a clanslflcatlon which la primarily ice cream. A total 
of 2.5 percent was utilized to make Cheddar cheese; 5.9 percent went to make 
other cliceses (other than cottage cheese). The remainder of the 47.3 percent waB 
used to make butter, plain condensed milk, evaporated milk, sweetened condensed 
mltk and other products. The amount churned into butter was 9.8 percent 

Because of these facts, our Association is vitally interested in the avoidance of 
■the adverse effects on producers of imports of any dairy product. Also, since raw 
milk can ite shifted with ease from the manufacture of one product to the manu- 
facture of another, an increase in the supply of any one product very quickly 
affects not only the price of that product, but also nf other dairy products as writ 



Dairying is one of tlie largest agricultural industries in the United States. Of 
total cash receipts from farming, amounting tn $42.9 billion in 1966, a total of 
S5.6 billion came from dairy products. These figures exclnde Oovemment pay- 
ments. In the case of dairy products, they also exclude cash receipts from the sale 
of cattle and calves from dairy farms, since these data are lumped together with 
cash receipts from the sale of other meat animals. 

The figure of $5.6 bllUon for dairy products compares with f2.4 billion for food 
grains and $1.6 billion for cotton. 

According to the Census of Agriculture, 648.000 farma reported sales ot milk 
and cream in 1964. Of this number, about 367,000 farms were clas^fled as cwn- 
mercial dairy farms. 

On January 1, 1967, there were 16.2 million calves and belfera (2 yea.rs old 
and over, kept for milk) on farms in the United States. The tMal output of milk 
in 1966 was 120.2 bilUon pounds. 

The output of butter in 1966 was 1.119 million pounds. The outpnt of Cheddar 
cheese was 1,234 million pounds ; of other cheese, 689 million pounds. The outpnt 
of ice cream was 754 million gallons. 

For milk sold at wholesale during 1966, farmers received an arerage price of 
S4.82. The average price for manufacturing-grade milk was $3,98. 

III. U.S. Foaeion tb&db ro daibt fboductb — ihcbeask in iufobts in ibs« 

At one time, during the 19th century, the United States was an ^5>orter of 
butter. In the course of time this position changed, and, by and large, the industry 
lias been on a domestic basis. In other words, the dairy industry has in recent 
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Tears been more or lesB in balance between domestic prodiicti<m and domeBtic 
consumption. A relatively small volume ot imports has been offset t>7 an appnnl- 
matel7 lUie volume of exports. 

la 1966 a sudden flood of Imports apset this balance, and this Bltuatim la coa- 
tinuing to Uiia day. On a milk equivalent basis, imports Jumped Irom 0.9 billion 
pomids in 1965 to 2.S billl<Hi pounds in 1966, an increase of over 300 percent 
And wbat is even more disruptive Is the fact that these Imports arrived not 
because of a change in U.S. prices for dairy products in relation to world prices, 
butbecanseanumber of operators found winys to evade the U.S. established quotas 
cm dairy products. Id other words, this was not a normal commercial develop- 
ment tn latemational trade, but an eruption of evasive practices — abnormal and 
destructive. 

The case of butterfat-sugar mixtures Is the prime example of what has hap- 
pened. This product is used in making Ice cream, and in making rtiated prodocte. 
The usual raw material for ice cream Is cream, fresh or storage, anpplemcaited 
at times by butter. last year, motivated by relatively high prices in the United 
States in relation to foreign markets, traders have found a way of cracking the 
American market. They could not bring in butter, butter oil or dried cream, since 
these are under import Quotas, so they developed a product which evaded the 
Quotas. As a result a total of 106.626,000 pounds of butterfat-sugar mixtures 
were shipped to the United States, as compared with 3,510,000 pounds in 1966, 
and none at all in 1964. During the first quarter of 1967 the rate of Imports waK 
even higher. A total of 38,254,000 pounds arrived during that period. 

Butterfat-su^r mixtures, Incidentally, are products cMitainlng up to 45 per- 
cent of butterfat, sugar, flour, glucose, and nonfat dry milk solids (products 
containing more than 25 percent sugar are aubiect to quotas under Section 206 <a 
the Bogar Act) . 

The second item In the list of products which results In an evasion of existtog 
quotas is Colby cheese. This is an American type cheese and Is Interchangeable 
with Cheddar cheese, which is under an import quota, that is to say, it Is inter- 
changeable in the production of processed American cheese. 

Imports of Colby cheese have rendered the quota on Cheddar cheese Ineffective. 
The Import quota on Cheddar cheese is 2,780,000 pounds per year (fiscal year). 
Bnt imports of Colby cheese in 1966 came to 45,994,000 pounds. Imports during 
the first three months of 196T were runninfc even higher. They came to 23,777,164 
pounds. 

Aside from butterfat-sugar mixtures and Colby cheese, there are indications 
that Imports of some other products will increase. These are cheeses purporting 
to resemble Edam and Gouda cheese, and Italian-type cow's milk cheese. Edam 
and Gouda and Itulian-type cow's milk cheeses are under import quotas. TTie 
prospective imports are modiflcations of the genuine products, and hence are able 
to evade the respective quotas. 

Finally, there is apprebension that frozen cream will arrive In increasing 
quantities. Higher imports would be made possible by new technological devel- 
opments in freezing cream. The tariff duty on cream is 15 cents on tile first l.S 
million gallons and 56.6 cents on quantities larger than this. The 56.6 cents is not 
enough to keep out foreign cream. (Dried cream, but not froeen cream. Is under 
a quota). 

While imports of cream would not, strictly speaking, be an evasion of existing' 
controls, the development of a new process of freezing cream creates a situation 
which was not foreseen when present import dues were established. In this 
instance, therefore, it is more of a question of meeting changed conditions than 
trying to deal with an evasion of imiiort controls. 



As previously indicated, imports of all dairy products jamped from 0.9 billion 
pounds of milk equivalent in 196S to 2.8 billion pounds in 1966. In terms of total 
milk marketings, estimated at 115 billion pounds in 1966, the increase was 1.6 

percent 
Based on the commonly used i-oefflcient of plasticity of —0.4, the increase in 

Imports would hare caused a drop in prices of 4 percent if the United States 
Department of Agriculture had not started purchasing dairy products in Uie 
open market in October 1966. Since It did so, the drop in prices was less than 
4 percent — poswilily 3 percent A 3 percent drop in prices means a decline of abont 
13 cents per liundredwel|;ht of milk. Since the total marketings of milk in IBQS 
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was 115 billion pounde, a decline In price of 15 cents per hundredweiglit of milk 
results ill a total loss to milk producers or around $175 miUiou. ( For 1967. the 
Secretary of Agriculture estimated the proapectlre loss st flOO millioa.) 

V. EFFECT or IMPOSIB ON OOVBBNUERT PUBCHASEB OF DAUT PBODCCTB 

For a number of yea™ now, the United Btates Dq)artm«nt of Agricidture 
has been supporting the price of manufacturingr milk by pnrcbaring bnttet, 
cheese, and skim milk powder at previously announced prices. The Department 
does this under the authority of Section 201(c) of the Aerfcultural Act of 1M9, 
which authorizes a support level for manufacturing milk of between 75 percent 
and 90 percent of parity. For the current marketing year, the support price Is 
J4.00 per hundredweight of milk. Specific purchase prices at present are 67.25 
cents per pound of Grade A butter at New York, 43.76 cents per pound of 
Cheddar cheese, and 19.6 cents per pound of spraj skim milk powder. 

During the first three months of 1967, the Department of Agriculture pur- 
chased (contract basis) 100,191,000 pounds of batter, 45,868,000 pounds of 
cheese, and 222,965.000 poonds of nonfat dry miik. 

Imports of dairy producte to the eitent that they take place, interfere wlQi, 
and vitiate, the purchase program of the Federal Government with respect to 
dairy products. And it matters little whether the products Imported are the 
same as those purchased, since they are all made of mtlk, and the milk csn 
be shifted from one use to another. During the first tliree months of 196T. Imports 
of Colby cheese were 23,777,000 pounds; of buttertet-SUgar mixtures, 38,254,000 
pounds ; and of cream 686,907 pounds. 

It is evident that the imports, when they arrlye In the United Slates, retrace 
the quantities which the Government had brought In the meantime, and whlcb 
it had removed from commN^^al channels of trade. The imports undo what 
the Government operations are Intended to accomplish. Bence, to permit the 
Gtivernment operations to have the intended effect, it is essential to remove th* 
interference of the imports. 

VI. THK FBOCBEDtnoS BETOBB TKB TASIFV COMMISBION 

Pursuant to instructions from the President, the U.S. Tariff Commission has 
initiated an investigation under Section 22. of the Agricultural Adjustment Act 
into the question of imports of dairy products. The luvesttgatlon is designed to 
determine whether imports interfere with purchases of dairy products by the 
Department of Agriculture. Hearings commenced on May 15, 1967. 

Considering the evidence likely to be presented in the case, tbe answer by the 
Tariff Commission should be "yes," and dairy products of which shipments 
increased ao heavily during 1966, and are still lacreaslng, should,. by ell expecta- 
tions, be put under quotas. 

But this would not completely solve the problem. The Tariff Commission, 
when it decides to Impose quota restrictions, does so only on the speclBc products 
which have Iwen imported and which have interfered with Government pur- 
chase operation* Hence, before the Tariff Commission can act, the imports muBt 
he a historical fact, and must have done their damage. 

This is a highly unsatisfactory state of affairs. What is needed is authority 
to act before the damage Is done. Producers lost $17!) million In 1966 becanee of 
the abnormal Imports, yet nothing has been done about It, or could be done, 
until the damage because visible for all to see. 

S. 612 would correct this situation. Quotas would be Issued for "butterfat or 
nonfat milk solids, in any form," so that evasious would be prevented t>efore they 
occurred. 

For foreign exporters this would also liave its advantages. They would know 
where they stand, and tliey could stop devising new combinations of products 
for the mere pnrpose of evading United States regulations. 

Order in international trade would be re-established. 

Vll. CONCLDSIOK 

For all these reasons, the Committee on Agriculture and Forestry is urged to 
approve S. 612, to recommend its passage by the Senate, and to expedite Its final 
enactment. 
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New Yoek, N.Y., 

Mat IB, ISffr. 

Hon. ijPEasAKD HoixxnD, 

Chairman. Subcommittee on Agrivultural Production Marketing and Stabilieatton 
of Priced Committee, Agricvltvre and Forestrv, V.8. Senate, Wa»h, D.O. 

Re S. 012 to restrict Imports of dairy products we respectfully submit thiit tbere 
is DO cuuae for aLanu from Imports of dairy products. It Is true tbat Imports ot 
cheese went up from 79 million la 1905 to 135 million x>oundB In 1986, but tbey 
are still iosl^ficfint compared to domestic production wblch almost quadrupled' 
between 1931 and 1968, going up from 4fl2 in 1931 to 1,874 million pounds in- 
196U. lu -the same period, imports of ail tyi>es ot cheese went up from aboat 
60,000,000 111 1931 to 13S,4T3,000 pounds In 190C. a little more tban double. ImpcwtB- 
ot many types of clieese have l>eeu stationary during this period, and in sune 
cases they are lower than thej were some years ago. 

The Tariff Commission fa now conducting an investigation on Colby cheese 
and sugar-bntterfat mixtures — the two products wliitli account for most of tbe 
increase In imports ot dairy products in 1966. If the Commtsolon finds that these 
two products threaten to Interfere with domestic price support programs, their 
Importation may be controlled under section 22 of the Agricultural Adjustment 
Act The intereerta of domestic producers are adequately protected under the 
provislona of tills section. At least, before tliey consider any new legislation, 
congressional commttteee should await the outcome of the TaritF Commission 
Investigation mentioned abore, and of the additional Inrestlgation requested by 
tlie House Committee on Ways and Means under section 332 of the Tariff Act. 
In tlie report of this InTetttlgation. tbe Commission is directed to include factual 
information on the conditions of competition in the United States between do- 
mestic and imported dairy products, domestic and foreign production, imports 
and exports, consumption, chanuels and methods of distribution, prices and 
pricing practices, customs treatment sioce 19^16. end iDformation indicating- 
whether dairy products are being imported under Hucta condition and in such 
quantities as to interfere with Department of Agriculture price support pro- 
grama for milk and butterfat. There is no doubt tbat this information will lie 
of great value to any committee cossiderlng legislation on dairy products. We 
are opposed to S. 612 because the restrictions it proposes are not necessary and 
also because It resorta to the most obnoxious type of trade barrier — the quota. 
If we raise this barrier, how are we going to induce other countries from raising 
barriers against our exports? Witness tbe difficulty this problem caused during 
the recently completed Kennedy round of trade negotiations In Geneva. As the 
richest and most powerful trading nation in the world, we have a responsibility 
In seeing that International trade does not get snarled In barriers of this kind.. 
Nationai. Coijncil of Auekican lMP<»tTiiB0. 
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